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QUESTIONNAIRE. 

I. — Agmcultdim;. ckkdit and CRBDIT i-aOILITIBS. 

Part A. — Agricultural borrotcing for purposes of producUott. 

1 . (a) From what classes of lenders does ilie a^yr'culturist in your 

HBa or district borrow (e.g.. Governinenl, co-ojK'rative societies, village 
moneylenders, ctc.l? 

(b) For what piirjKjsses (hn-s he 1)01 row, » .(/. — 

(i) re|)uyiuent of earlier debts, 

(ii) payment of accnmnlated interest, 

(iii) marriaoo and other social functions, 

(iv) famine and other kinds of distress, 

(v) payment of land revenue or rent, 

(vi) seed, 

(vii) manure, 

(viii) expenses of cultivation, < .(/., wages of labourers, 
lix) agricultural iraplemeuts, 

(x) litigation, 

(xi) purchase of plough or other cuttle, 

(xii) sinking of wells, 

(xiii) building of tanks, 

(xiv) other agricultural improvements, and 

(xv) subsistence? 

(c) Please indicate roughly — 

(i) in what {troportion the debt is distributed among the 

above purposes, and 

(ii) in what proportion the debt is divided between the 

various classes of lending agencies mentioned in 
(a) above? 

id) (i) How much of the total debt is incurred in cash and grain 
respectively? 

(ii) How much of it is incurred for a long or sliort jieriod resiject- 
ively? (N.B. — A short period is six months or less.) 



2. (a) Wfiat rates of interest are charged in your area or dirtficl — 

(i) for cash advances, 

(ii) for loans in kind for seed, 

(iii) for other loans in kind? 

(b) What are the niethods of calculating tht‘ rates o( interest? 

(c) Are the rates of interest in your opinion exorhiiant? 

(d) Do you know of any other charges incidental to the grant or 
repayment of loans? 

3. id) What kind of security is Uhihiily given and accepted in the 
case of borrowing for agricultural pur{K>seB, c.y., land mortgage, standing 
crops, lioiisc ja'o}M:>rty, ornaments, agricultural iinplenKUits? 

(h) Is it correct to say that the better the title to land the greater 
(lie amount of indehtedness, i.c., that the landlord is relatively more 
ind(‘hted than the occupancy tenant and the occupancy tenant than the 
tenant-at-will? 

<c) What js the couiparalivc extent of tlie indebtedness of tlio various 
clash’s (d‘ landlords and tenants? 

id) Is tia* amount of debt sr‘cured on land mortgage increasing or 
decrtNising? tlow does it com|>are with unseenred debt /lebt other- 
wise secured*^ 

1. (a) What are tlu' usual methods in your area or district of en- 

forcing payment of d(d)t from agTiciilturistR? 

'./d Is then* any difference lietwcen the rate at which the cultivator 
lK>rrows giairi or r(‘|'ays it and the fax-vailing rate (nirakh) for that grain 
in the village or marked at Uie time of borrowing or re{)aying resjiectively ? 
Is there any means by which the cultivator can ascertain what the pre- 
vailing rate in the market is from time to time? 

5. (a) Does the cultivator take full advantage of the facilities pro- 

vided by the Agrieultnrists lioans Act and the Land Improvement Act, 
ij\, (lo(‘8 lie freidy borrow taqavi (i) for seed, cattle or agricultural imple- 
luent''. and riil for building tanks or w^ells? 

(6) If he d(X^s not, what is the reason? 

(r) To what extent does tlie cultivator borrow more taqain in abnor- 
mal than in ordinary ye'ars? 

((I) Are there any defects in the present iaqari system? 

(e) If there are. what improvements can you suggest? 

Notv. — I n answering question 5 please distinguish l>ptween the Agriciiltnhats Imnui 
Act and the TiaOd Improvement Act. 

r>. Do you know of any instaiu es where cultivators combine together 
to pnxhice particular cro{>s? If not, do you regard such a combiuiitioil 
as either |x>ssible or desirable? 
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7. Are there any defects in the present system of agricullunil 
borrowing? If so, what are tJioy and to what causes do you attribute 
them? r‘an yon suggest any remedies? 


Paht B. — Agricuituml borrotcing for purposes of murheting, 

1. {a> In what ways are the principal crops of your area or district 
brought to market? 

(b) Do the motlaxls of marketing vary according as the crop is one 
mainly used for domestic <'ousiimption. or one mainly sold in the market? 

2. (a) From what ( lasses of lenders is money obtained to finance 
the marki'ting of crops, e,r/., banks, grain mendiants, ex|K)rting firms? 
On wliat terms these \arions clasHcs lend? 

(6) fl there is a co-operative s(x^iety in your area or district, does 
it ever assist in the marketing of crops either by lending money or other- 
wise? If it does not, <1<) you think that it should? 

;3. (a) What charges doe‘s tlie cultivaio' ordinarily p)iy in the case 

of marketing his crop to — 

(i) the local moneylender (hama), 

(ii) the coinrniBsion agent (arhatin) , 

Mii) tlie broker i(l(ilal\ 

(iv) the wholesale grain merchant (btopari)? 

(b) Do tliest' cliargi's vary witli differamt crops, e g., whtal, cotton 
or sugarcane? 

(<•) Are there any other incidental charges? 

4. (a) In what manner doeb the cultivator in }our area or district 
store liis grain? C an you make any suggestions for improving storage? 

(b) In w’liat manner is grain stored in the markets witli wliicli you 
are acquainted? Are there any defects in tlie system, and, if so, can you 
suggest any improvements*/ 

5. How far is gnain stored in the rnarkcits uHcd as security for 
obtaining credit, i.c., grain stored in hhaltiti, kothas, bank godowns, etc.? 

0. (a) PleuK^ see tlie note apjxjiided* on the systein of licenst^d 

w^arehouses in the United States of America. Do you think that such a 
system could be worked in India? 

(b) If so, would there lie need of Government assistaiue in the 
imltter? 

7. Do you know of any iiistanceB wliere cultivators combine together 
to market [larticnlar croi>8? If not, do you regard such a combination 
as either possible or desirable? 


♦See Aatiexiire I. 
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6. U the system of wei^^:hment Hiitisfaotoi*}’ in the markets with 
you are acquainted? If not, can you suggest any reinedies? 

9. (a) Are exporting firins and companies ever giiiltj of speculative 

dealings in agricultural pnxluce? To what extent are tliev able to control 
prices of such produce? 

(b) Ts the cultivator’s profit seruMisIy affected hy siicli dealings and 
such control? 

(c) If it is, can yon suggest any tneasures for Ids protection? 


Part (J.— IC.rtent and nature of (uiricultural indchtedticHs. 

1. (a) Do you know of any eHtiiuati* of tlie existing indebtedness of 

the agricultural clasHes for either any |Kirti(*ular village, any particular 
estate, any particular district, or the wliole province? 

(h) If you do not know of atiy sie h rstini:it(‘, in what niannei* would 
you frame one? 

(n) In such an estimate would it l»e possible to dislinguish between — 
(i) the amount of debt secunal on land niortgag(’> of various kinds 

(a) registered, (6) unregistered, 

(ii) the amount of del)i incurred against any other assets such as 
houses, ornaments, agricultural implements, (‘lops, or 
against the assets generally? 

(d) if you can, please frame such an estimate lor any village, estate 
or district with wliich you are acquainted, or for tin* province as a whole. 

‘2. («) Wlio aj’e the |)rincipal eroditors of the agncultuiists. r.c., 
Government, hanks, (H)-operative MK-ietit*"^. indigennns hankers, pro- 
fessional moneylenders and grain dealers? 

(b) ’Fo what extent d<K‘S the richer agriculturist lend to the ]:K>orer? 

(c) (ain you estimate the amount of debt due to eacfi class of 
creditor? 

3. (a) Do you think that as the leMill of the t nfurced paviuent of 

debt land and tlie rights in land are passing in any marked degiee from 
the }K)S8e8i=uon of [HX^ple who are efludent farmers into tlie hands of credi- 
tors who are not themselves efiieient farmers? 

(b) If this process is going on. does it <*aiKSt^ the cultivator to jiroduce 
less, or less efficiently? 

3-A. Do you think that the iqx'ration of the Buiidelkhand Land 
Alienation Act in the United Provinces has resulted in — 

(а) any undue restriction of an agriculturist’s credit, and 

(б) the replacement of an ordinary bania by an agriculturist 

moneylender? 
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(For landlords onltf.) 

4. Can you give an estimate of tlio indel>tetlne8s of the laiulowning 
classes in your area or district? 

5, (a) Are there any 8|>eciul causes for the indebtedness of these 
(lasses? If so, what are they? 

ib) Can you give an estimate of the amount of indebtedness due to 
ciifferent t^lihises? 

6. Do the landowning <*lasses have to pay special ( barges or rates 
of interest in r(?sj>ect of tlieir l)orro\vings? 


Paui 1). — Credit facilttie.s in respect uf agricultural productwu and 

marketing. 

1. (a) What are the parts resptxdively fdayed in providing agrimiU 

tiiral ( ivdit in res|>eet of crop prcKluctioii by (iovernment, the Imperial 
Bank of India, tlu‘ joint-stock banks, thc^ o(>-oi)orative banks, indigenous 
bankers, professiomil mon<‘y lenders, grain merchants and such organi- 
sations as ('ornpanies trading in fertilizers, agricailt oral implements, etc.? 

(b) Are the existing credit facilities ade<juat(* or not? If not, can 
you make any suggestions for increasing them? 

(c) Are there any defects in the existing systf^rn of agricultural 
credit? Tf so, what is the cause of them':^ Can you suggest any reme- 
dies? 

*2. (a) What are tlie various [wirts played l)y the credit agencies 

mentioned above in respect of tin* marketing of crops? 

(b) Are the existing credit facilities ad(‘qnatc or not? If not, can 
\oii make any suggestions for increasing them? 

(e) Are there any defects in tlie (‘xistmg system of agricultural credit? 
If so, what is tlie cjuis(^ of them? Can you Huggest any remedies? 

Naxa. — In answ<'ring question ‘2 y>U*ase diHlinguifth l>etwo(*n the following 
in the financing of Indian trade : — 

(а) Export trade — (i) from tlie village to the mam/j, 

(ii) from the viandi to the diatributing cent res in the province, 
such as Cawripore, 

(iii) from the distributing rentres to the exporting porta. 

(б) Import frodf— (i) from the imymrting porta to the diatributing centrea in the 

province, such as Cawrifiore, 

(ii) the distributing centres to the c^msumer. 

3. (a) Is there any co-onliiiation anionp Uie various crerlit agencies, 
and, if so, to whaC extent? 

(6) Is there scope for improvement in this direction? 

4. Is there any difference in the matter of credit facilities between 
intetual and overseas trade? 
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6. (a) Is it p()ssibl6 to form an estiiridte of the total amount of 

capital required for agricultural finance generally in respect of your dis- 
trict or the whole province? 

(fc) If so, on what basis would you calculate such an estimate? 

(c) If [)OBsible, give an estimate for your district or the province as a 
whole. 


IMfJT E. — Land tnortfjarjf^ hanhs. 

1. what extent an* loans ohtainalili* foi' long |)eiiods in your 
area or district by — 

(a) landlords, 

(b) tenants of various kinds? 

2. (a) On what security are sucli long-period advancts available? 

(b) What are the H])ecial diflicijlti«*s of l«)ng-})eriod hon'owers? 

3. Do(^ 8 n</n-tran8ferability in the case of tenants (other tlian fixed- 
rate tenants) act as an iinpediinent to iong-tt*nn credit and increase the 
rate of interest in your area? 

4. (a) Does the o(‘Cijj>anev right stave as an adequate security for 
long-term credit ? 

(b) Do you suggest any nuxhfieations of the law with the object of 
increasing the valine of such security for long-term advances? 

5. Please rcjul the enclosed note* on land mortgage banks. Do 
you think that the establishment of such a bank or banks would solve 
the problem of long-term advances in this province? 

6. If you approve of the institution of such a bank or banks, < an 
you suggest the lines on wliich they sliould he organised, |>a]ticnlaT]y witli 
regard to the following : — 

(a) Should there he only one land mortgage bank to provide long- 

term credit alike for farmers, small landow’iiers and big 
landowners (including zamindars and Uihiqdars); or should 
tliere be two, one confining its business to farmers and small 
landowners, and the other to the big landowners? 

(b) If you suggest two banks, sliould there be any CQnnexion, work- 

ing arrangement or other method of co-o}x:‘ration between 
the two? 

(r) (i) Should the land mortgage banks have share capital of their 
own, or should there be a (io\ eminent guarantee in lieu 
thereof? What should be the amount *of such capital or 
guarantee? 


Aonox\iro IT. 
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(ii) To whom should the share capital l)e available fur siib»- 
cription ? 

(iii) In case the share capital is not taken up by the public, 
ahould the (iovernment undertake the obiipation of sub- 
scribing the balance? 

(d) What suggestions have you to offer in connexion with the 

management of such a bunk, its directorate, the rights an<l 
votes of shareliolders. etc,? 

(e) What should he the maxiimnn [)erioil of the loans advanced 

by a land mortgage hank and the margin between tlio 
amount of loans and the value of mortgage? 

{/) In what manner should land im>rtgMge haidxs ol)tain working 
capital, from (i) deposits, (ii) del>entures, fiii) a central 
institution, or (iv) all of thesi^"^ 

(<7) (i) Should dt'hentures caiiy a (lovernintuit guarante«‘. cither 
for principal, or interest, or both? 

(ii) If debentures arc not taken up by tlie public within a 
certain time, should the ( Iovernment take* up the halanee? 

(iii) Should the debentures rank as trustee securities? 

ih) If the (iOvernment are (o undertake any financial obligalions, 
how should it he safeguarded against loss? 

(i) D<j you sugg(*st any changes of tin* existing law, or .sjieclnl 

arrangements, in favour of land mortgage hanks, c.g ,, — 

(i) issue of certificates of encuml)ranccs Iiy lla* registration 

office, either free, or at a nominal cliarg«\ 

(ii) abolition or reduction of stamp duty, r( gis1riition eharges 

and court-fees, 

(iii) notification of pro|X)scd mortgagt s. with a view to avoid 

disputes and counter-claims by parlies otluu- than the 
clients of the bank. 

(iv) simplification of the process of foreclosun* and sale in the 

event of non-i>aynient, 

(v) power to manage defaulting estates. 

(j) Should provincial land mortgage banks be co-ordinated under 

an all-India central institution, and, if so, what should be 
the constitution of such an institution? 

7. (a) Since the value of land would be of special im|K>rtauce to a 
land DKMrtgage bank, what method would yon regard as suitable for cal- 
culating the value of land? 
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(b) In TOur diB^rict does the value of land per acre differ aax>rding to 
the rrops gfrowri ou it? If not. on what ba^is is tlie value of different 
kinds^ of land ealcuiated? 

(c) What are the factors alTectifip such value? 

(d) Is there any difference hetwwn tlie prices of land — 

(i) obtained in sah^ by Govermiient auction for non-payment 
of revenue, 

(li) obtained by sale ot\ a court decree, 

(iii) obtained by )>rivate negotiation? 

If HO, what is the cause of the difference? 

(c) What is the })ro|K)rtion of the annual net yield of average quality 
lorhi to its market value under normal conditions? 


Pai{1‘ F. — Co-opcration. 

I. (a) What rt'lations exist between the co-<^perative banks and 
otliet banks in ihc (ountry, namely, the lm|>erial Hank of India, the 
jomt-st(X:k banks and the indigenous banks? 

U>> Is there any com|H‘tition in your district or province between 
tiie co-operative l)anks and the joint-stex^k l)anks? If so, what is its 
iiattu'c and extent? 

*?■. Have co-o|>erative s<k!c(u> an\ sptnaal dilTiculties in raising 
either shoit or long-term caj>ital‘/ 

0. Is the amount of ca)>ital available lor (inancing the co-operative 
movement in your district or |>roviiice suflicient or not? 

If it is not, can you estimate the additional amount of capital 
required, and suggest methods of raising it? 

1. ill) Is it possible to stimulate the growth of the co-o{)erative 
niovenuuu hy financial concessions, such as tlie exemption from income- 
tax of genuine co-operative societies, or the inclusion of the debentures 
of provincial co-oinuative banks in tiie list of trustee securities? 

(/b If such action is possible, do you regard it as desirable? 

5. Would the establishment of the provincial co-o{)erative bajrk 
Btimulate the (X)-operatiYe movement in this province? 


Part (F — Small iudnsiries allied to agriculture, 

1 . Are there in your trea or district any small subsidiary industries 
allied or , supplemental to agriculture, e,g,, dairy farming, jjfttr-making, 
cotton ginning, sericulture, tanning, sugar refining, hand-spinning, 
poultry farming, growth and manufacture of tobacco, vegetable, froiK 
or flower growing, etc.? 
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2. What is the condition of such industries in your area or district? 
Can you suggest any means of improving them or enabling the producer 
to get a better return for liis produce? 

3. (a) Can you suggest any industrial or utlier enterprises which 
may give employment to a fanner during the ofT-season when he is not 
fully occupied in agriculture? 

(b) Can you suggCvSt any means of securing working capital for such 
enterprises? 


Pakt H . — Small urban industries. 

1. ia) How are the cottage or art industries of your area financed? 

ib) How do tlie artisans get their supply of raw materials and 
implements? 

(c) How are tlieir wares disjKvsed of? 

id) What |)art is played by middlemen and large dealers in these 
industrit‘s and trades? 

2. {ii^ In what industries are karkhaiias, where wtukers are em- 
ployed under master artisans, to he found? 

(fn What is tlie lelation betwetm (\) tlie karkhanadars , the midtlle- 
rnen of the trade atul the consumers; (ii) the karkhanadars and the 
workers and ai>prentices? 

(c> Is tficre a tendency in tfiese industries for tlie artisans to drift 
from tlieii liomes to small w’orkshops. or idee rrrsd? 

3. di) Are you aware of any instances of sweated lalxiur, esi)ecially 
amongst inen or women? 

Tf so, can you give any H[>ecific instances? 

(fc> How’ would you organise home-workers to jX’otect tliem against 
exploitation? 

4. Are you acquainted wath tlie working of any co-oiKwative arti- 
sans' so<.‘ietie8? 

Would co-o[)c^rative oiganisaiion remedy sw(*anng and exploitation, 
or can you suggest any other suitable rnethml of financing snialJ industries 
in such a way as to give the workman a fair return for his labour? 

5. (a) Would an industrial bank be a suitalile method of improving 
the present system of financing small industries? If so, should it be a 
co-operative or a joint-stock bank? 

(b) Should such a bank issue loans only to artisan societies or to 
individual artisans or firms? 

6. Do you think that sales associationH, di^pdts or emporia can be of 
effective assistance in advertising and marketing art wares? 

If so, how and by whom should they be orgaruHcd, financed and 
managed? 



( xvi ) 


J . — Internal remittance ami negotiable instruments, 

1, (a) What are the facilities available to the public, inchidiuj 
banks and bankers, for inUTnal remittance, re., for obtaining cash when 
and where it is wanted? 

(6) Arc tliere any defects in the present system? If so, have you 
any snggcHtions for improving it? 

2. What part is played by negotiable instruments in the internal 
trade of the province?? 

8. To what extent do supply bills facilitate internal remittance? 
Can you suggest any modification in the rules governing the issue of 
«np})Iy hills with a view to increasing their utility? 

4. Is there any means })ossible of extending the use of bills of 
cxeliange, e.g., by a reduction of duty? 

5* Would you approve of the extension, cheapening and improve-^ 
rnent of I*ost OlTice agency for handling internal remittances, e.g., col- 
lection of bills and clieques, issue of travellers’ letters of credit, reduction 
in money-order charges, etc.? 

f). («) What diffe'rent classes of hnndis are current in your district 

or province? What aie the [leculiarities of each? Please give examples 
of wording. 

(b) Have you any suggestions for the better protection or bene- 
fit of persons handling hnmlis, either by amendment of the Negotiable 
Instruments Act or otherwise? 

(r) Are hundis in your trade centre oi* district held by middle- 
men, mercliants or commission agents, or do tliey [kiss freely from hand 
to liand? 

id) Are the hnndis of your district or trade centre disounted 
only in that district or centre, or are they ever sent elsewliere, to be dis- 
counted or rediscounted? 

7, (a) Is it [Hissible to lK)n'ow money during the process of mar- 

keting on the security of any' kind of instrument of ownershi}), for in- 
stance railway reeeipt.s, invaices, etc., and what are tliose instruments? 

ib) Is any difYiculty exfierienced in using sucli instruments in 
this manner? If so, can you suggest any method of removing those 
difficulties? 


1 1 . — Indi GEN oi: s Banking , 

[Note 1. — By indigenous hanking is meant all banks and bankers 
other than the Im[>erial Bank of India, the exchange banks, joint-stock 
bunks and co-operative banks. It includes any individual or private 
firm receiving deix)sit8, dealing in hundis or lending money. 

Note 2. — In answering these questions please avoid mention of any 
name. If it is desired to give infomation relating to a particular firm, 
be careful to refer to it by some vague description, such as Messrs. AB.l 
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^ .4. — Onjanhiitiim of iniHytuou^i bunking. 

1 . (a) Please see the definition of tndij^^enous banking given iu the 
‘ note at the head of this part of the questionnaire. How many classes 

of “indigenous bankers*’ are to be found in your district or province? 

(b) Wliat kind of liusiness does each class transact, and on what 
system does it work? 

(c) ])o “indigenous bankers” combine oilier business with tlieir 
own? If so, whith is their principal and wlii(‘h tlieir subsidiary 
business? 

2. What part is played by the various classes of indigenous bankem 
in your district or province in financing — 

(i) agriculture, 
ui) trade, 

tiii) industry? 

What are their various methods? 

(a) Is it possible to arrive at an estimate of tlie resources of the 
iiuligenous bankers in your district or province? 

(b) Can you give any information regarding — 

(i) the capital of each class of indigenouB hankers in your district, 

(ii) the volume of tlieir business, 

(iii) their ex{>ense.s? 

[\ot (\ — Wliere iiidigenuiis liankers ( ombim* banking with other busi- 
ness, please differentiate between tlie two.] 

(c) Can you give an idea (if th(' average net return of Ciwli class 
of indigenou.s banktus on their capital after making allowance for legal 
f xpens(*s, expeuises of iiianagernerit, losses through bad debts, foreclosure, 
etc.? 

4. Are there any financial houses in Uie |)roviiice dealing solely in 
the jirovision of (Tedit fax ilities by purchase and sale of hnndis and other 
bills of exchange, similar to tlie Chettis of Madras and Ihingoon, the 
Multani and Marwari shroffs of the presidency towns, or the liilhbroking 
houses of Europe? If not, can you assign any cause for their absi^nce? 

5. Wliat methods are pursued by indigenous bankers in keeping 
iiccounts? If possible, please give examples. 

B . — Ramng of funds by indigenom hankers, 

1. (a) What are the various forms of hnndis and other credit in- 

struments used by the indigenous bankers in your district or area? To 
what extent is each used ? 

(l>) Give samples of hnndis, promissory notes, defK>sit receipts, 
satkhaf, etc., used by the indigenous bankers in your locality. 
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2. (a) What are the means by which tlie indigenous bankers pro- 
vide tliernselveH with funds to meet the demands upon them? 

(b) To what extent and in what form do they obtain assistance 
from the Imj)iuial Bank of India and the joint-stock banks when they 
sire in need of funds? 

(c) Are there and deTect.«n in tfie {U’esent system, and. if so. can 
you suggest any improvement? 

3. (a) On wfjiit terms do inchgenous bankeis receive defKysits of 
various kinds? 

(h) What rates of interest di tliey allow on these di'posits? Do 
thest* rates vary at difTerent seasons? 

C. — Advances by indigenous banliCrs. 

1. in) What are the ^’ari()^s methods in which tlie indigen(M»s 
hankers grant loans and allow cash credits? 

(h^ What are the terms and nature of those loans and cash credits? 

(c) What ty[x* of securit\ is acce()te(l to cover them? 

((/) What rate of interest is generaily chaiged on em h class of loan 
and cash credit? 

2. (n) What ratf's of interest and otJiei’ incidental charges has the 
agriciiltnrist to pay to the indigenous hanker in your locality — 

(i) in money, 

(ii) in kind? 

(b) Is it possible to improve the organisation of hanking in such 
a way as to lednci' the present rates of interest ? 

(c) Would such reduction bemdit the agricultural community, 
or would the Ixuiefit be intenvpted by the village moneylenders? 

3. Wliat facilities have the clients of hankers in inspecting their 
nccomds with them? 

D. — Kxrhnnye and niotcy market. 

1. (a) Ls there any local exchange and money market in your 
district? 

(b) If so, where is it, and how does it work? 

(c) How^ is it linked with such imix)rtant money markets as Cawn- 
pore, Calcutta, Ikunhay and Delhi? 

2. What is the part played by brokers (dalals) in tlie exchange and 
money markets? How^ are they remunerated? 

3. («) At what rates are hundis purchased and sold — 

(i) for internal remittance, 

(ii) to obtain credit? 
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(6) Are tliere seasonal variations in tliese rates? If so, what are the 
causes of these variations? 

ic^ How does the IinjH^rial Hank of Iiidia rate alTtet tlte bazar 
rate and tire rrrsd ? 

4. Is yoiu* IcH iil market intluermul by an (n*^auisatiun siu li as the 
I'anehayat Harafa of Delhi or the Shrofls' Association of Ikxinbay? 

5. Is the trade of tluvjnaikels in yonr area governed or afTertod by 
local nsa^^^es? If so. what are they? 

/'J. — Dt'ff cis of indi(ft'nous hanking. 

1. What is the state of pnhlie t)jvinion le^ardiiif^^ (‘ach class of 
indipenons bankers in your kK'ality? 

2. Do jndi;;'enons bankers experience any legal or oilier diiVicnlties 
in carrying on tJicir business? 

3. Are the nuligeiunis bankers sutVieiently laotected \n law, or do 
tliey require any additional safeguards or ja'ivileges? 

4. Are tlieiv any (k'fects in the dealings of mdigenous hankers with 
their elienttMe? If tfiere are, wliat rernedits cun yon suggest? 

5. (tii Are indigenous bankers al>le to meet all acceptable demands 
for accommodation, or are they ever ol>liged to refuse sneh (ItMuands on 
arcoiint of insufficient working capital? 

(h Can ymi make any siiggestioiu lor extending tlie resources of 
i nd ige non s l)an kers ? 

F, — Co- c rd i na I to n . 

1, (a) What relations exist between — 

(i) indigenous bankers of the same class, 
tii) indigenous bankers of different classoR, 

(iii) indigenous bankers and other banks (ne, , the Imperial Bank 
of India, tlie joint-stixk banks, co-operative banks and 
small scale industrial batiks)? 

(b) To what extent do the Imperial Hank of India and joint-8t<x;k 
banks give the indigenous bankers preferential treatment over other 
customers? 

2. (a) To what extent does co-ordination exist between indigenous 
hankers and other hanks in the |»rovi«ion of credit to tnule and industry 
generally? 

(b) In wliat directions do you think that lietter co-ordination of this 
kind is desirable? Would you recommend the entablishment of a provin- 
-'ial bankers’ association, with branches in irnixirtant trade centrcB? 
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3. (a) Is any difficulty experienced in tlie oollection of cheques on 

indigenous bankers working in rnufassil towns? 

(b) What suggegtions do you make for removing these difficulties? 

Cm. — C onsolidation of indigenous banks. 

1. Can you suggest any means of consolidating and improving the 
indigenous banking system, by providing it witli special facilities or 
otherwise, with a view to making it more serviceable to tlie community? 

‘J. (a) Would indigenous banks secure an increased <‘lientfele if 

they were recognised by Goverriinent, in the same way as certain joint- 
stcx*k banks are recognised? 

(6) Wliat should be the conditions of such recognition? 

2- A. Is it {)os8ible or desirable to set up a class of licensed or 
registered moneylenders with H|>ecial facilities and [>nvileges whose 
operations may be controlled by the State in the interests of agriculture, 
small 8(‘aie trade and small scale industries? If so, what restrictions 
would you place on their business? Would you restrict their lending 
to productive pur|>oseH only? 

3. Wimt would l)e the attitude of the indigenous bankers towards 
the introduction of measures designed to regulate tlieir o{>erations and 
enforce the publi(*ation of their balance-sheets? 

4. (a) Are there times of tlie year when money lies idle in tlie 
liands of indigenous bankers, and, if so, to what t‘\tent? 

(b) What haj>pens to this money at such times? Is there a 
tendency for it to be (‘oncentrated in imj>ortant trade centres? 

{(') Is it {H)ssible so to irnjirove tlie organisation of lending and 
bon^owing that thesis funds remain in the district, and find remunerative 
employment tliere? 

6. (a) Is the indigenous hanking system in your locality in any 

way connected witli the principil money markets, whether witliin or 
without the province? If so, wlrnt is (he nature of that connexion? 
If there is no such <‘onnexion, do you consider it (i) jxissible, (ii) desirable 
to create it? 

(b) With the object of creating the connexion meiiiiotied in 
former question, which of tlie following methods would you prefer: — 

(i) tlie establishment of a branch of some joint-stock bank in every 

district where at present one does not exist; 

(ii) the establishment of a kx^a! joint-stock bank with a local 

directorate in eveiy district where at present there is. no 

branch of joint-skx'k bank: 

(iii) the establishment of agencies of joint-stock banks or the 

Imperial Bank of India*, held by kx^al indigenous bankers; 
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(iv) the amalgamation of the business of the local indigenous 
bankers into a juint-stoc'k bank owned and controlled by 
those UkuI indigenous bankers; 

(v) the establishment of a bank on what are kiwjwn in Gernnmy 
as “cominandit*’ principles? (Bet note apjHuuled.l 

(c) In case you favour either the first or sr>cond of tiiest" proposals; 
tow would you pi'o{x>se to avoid the following difficulties : — 

(i) the danger that the new joint-stock bank woultl by coini>eti- 

tion swallow up the indigenous bankers. 

(ii) the danger tiiat the new joint-stock bank might fail to make 

adequate use of the loc'a! knowledge and ex[>erience of the 
indigenous hankers, 

(iii) the danger that the new joint-sttK'k bank might not inspire 

confidence in the de|X)siting public of the loiTility, 

(iv) the danger that tlie hxml hrancli of a joint-stock bank in a 

small centre might not invest its deposits in the locality, 
but transfer them to its headquarters for investment in a 
larger trade centre. 

(d) It you favour tlie fourth [irojxisal made liu question 5(6), liow 
would you avoid the following difficulties : — 

(i) since most indigenous Imnks in practice belong to (lie meinliers 

of a single Hindu joint family, the initial diffivailtv of 
getting two or more such firms to combine at all, 

(ii) the danger of undue competition lietween such comliinations. 

(# ) Would a joint-stcKk l>ank in any of the forms suggested be able 
to attract enough business to make its eBtahlishment [>rofital)le? 

(/) (i) Assuming that it is possible to create a connexion between 
the indigenous banking system and the fuincipal inonev markets in one 
or otlier of the manners descrilnxl, would you regard it as desirable or 
essential that a (’enlral Keserve P>ank be estalilislied to creat(‘ a bond of 
connexion between all the elements of the banking system? 

(ii) If so, should tlie indigenous banks be linked direi’tly with the 
Central Reserve Hank or through a joint-stwk bank? 

H . — Defects in statutory and customary law regarding recovery of debt. 

I, '‘One of the chief difficulties in securing cheap credit is the 
operation of our judicial system. Admittedly, credit can never be cheap 
and banks, at all events, can never operate in the agricultnral field for 
long-term loans so lone as statutes and customaiy law^ make recovery 
of debt so diffiqtilt and toe exoi ution of decrees is surrounded by so many 
obstacles.*' 

in) How far do you onslder this statement to be tnie? 
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(b) Wliat are tlie principal difficulties tliat the creditor encounters 
when eiideavoinin^ to recover a debt by prx-eHs of law, and whence they 
arise? 

(c) Wliat remedies do you suggest for the present state of affairs? 

2, “An imjKjrlant feature of the Usurious Loans Act of 1918 is that 
the court, once seized of a cane, may, of its own motion, re-o|)en old 
transactions and eiicjuire into the equity of the terms . . , The Ai^t 
was amended in 1920 to include cases in wliich either jiarty to a mort- 
gage seeks relief. Where the debt is unsecured, the debtor can draw 
the creditor into court and, therefore, into the sphere of this Act, by the 
simjile exi>edient of refusing 1o renew his loan. The evidence we 
received showed conclusively that tlu* Act is practically a dead letter in 
all provimes.’* 

(a) How far do you agree with the above conclusion of the Loyal 
Commission on Agriculture in India? 

(b) Wliat are the principal defects of the Usurious lA)ans Act? 

(c) What remedies do you suggest for the present state of affairs? 

AO/c rrjrrrrd to in ijtivstiofi no. 5 (b) {v). 

Under this arrangement the indigenous banker or bankers become 
tlie chief controlling orticers of the bank and also its partners. The 
liability of the shareliolders is limited to the amount of their shares, 
but that of the partner-bankers is unlimited and extends lo the whole 
of their jirivate fortunes. I'o compensate them for this unlimited risk, 
they generally r<*<‘eive 20 per cent, of the jirofits of tlie l>ank. Tlie 
advocates of tins systeni argue that it takes the fullest advantage of local 
banking experience by ensuring tliat the prospeiity of the banker is 
linked to the pri»sperity of ti e bank, and the principle of unlimit-ed 
liability ensures cautious working and inspires confidence in dejxisitors. 


III. - InVKS I MI.M II mu I AM) V rniAC l ION or rAIUTAI.. 

.1 , — Kncouragt mcnt of sat'ng and invest rnod babit. 

1. (a) What are tlie existing banking resources in your districl 
or province? 

ib) Do you consider tliat they are adequate? 

(c) If not, what is the additional capital required? 

2. {a^ What are the existing means or institutions for encouraging 
the habits of saving and investment? 

(b) Do tliey provide full facilities to the public for the investment 
of their savings? 

(c) Do the} require improvement or extension, especially outside tli^ 
principal trade centres? 



t xxiii ) 


3. Are the people of your locality in the hahit of investing in golii 
ot silver? If so, to what extent? 

4. (a) Are Postal Cash Certificates popular in your district or 
province? 

ib) Can any steps be taken to eueourage tlieir j)opnlarity, by— 
(i) revision of tlie rate of interests, or 
(ii^ change of the existing terms of issue? 

4-A. Do you think that anything similar to tht‘ national savings 
movement in England is }K>ssibIe in India? For the desiription of tliin 
movement please see note ap]K'nded.* 

5. (u) Do Post Ortice Savings Hanks afford ad(*(|uate facilities to 
the investing public? 

ib) If not, what siiggt*stions can you make to im[)rov(‘ or extend 
those facilities? 

(e) What classes at pres<Mit take advantage of the various facilitioi 
for investment offered by the Post Office? 

• (d) What measures would you suggest to attract (hose classes that 

do not resort to tliis type of investment? 

6. ta) It is often alleged that the rates of interest on Postal Cash 
Certificates and Treasury Bills are so favourable as to (’reale r ompeti- 
tion between Government and banks in attracting money. Do you 
consider this allegation to be true? 

(b) If it is true, do you regard such comjxdition as healthy? 

7. How far will the issue of gold cash certifioates accelerate savings 
and investment habit as recommended liy the Indian ('urrency ComrniS' 
sion, 1V125-26? 

8. Would it promote savings habit if jaiblic. bodies like munici- 
palities were to afford savings hank facilities? If so, do you suggest 
any restrictions on the working and investment of such hanks? 

9. (a) What facilities for purchase and sale of Government 
securities are at jiresent afforded by Government, tlie Imperial Haijk 
of India, and other banks? 

(b) Should any, and, if bc>, wliat, special facilities be granted to 
small agriculturists and small invesU)rs to take up some fonn of Govern- 
ment security? 

10. What facilities are at present afforded by the various fnuincial 
agencies for purchaw* and sale of securities otlier than those of Gov- 
ernment? 


♦See Annexurc TIT. 
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11. (a) What are the habits of various classes of the people in 
your district or province in dealing with money surplus to tlieir normal 
exixiuditure? 

(b) Wfiere do they keep such money? 

ic) For what pur|) 08 e 8 do they use it? 

12. (a) How' do the fanners invest their surplus funds in a 
proHt>erou8 year? 

(b) Do they lend to fellow^ agriculturists, and on what terms? 

(c) Can you give any information regarding the amount of capita! 
in tlie iKissession of the agricultural population i*i your area or district? 
How is it distributed? Is it growing or decreasing? 

1*3. (a) It is often alleged that in India the banking and invest- 

fiiont liubit is. of very slow growth. Do you agree with tins view? 

(h) If so, to what causes do you attribute it? 

(c) Cun you suggest any means of educating tlie j>i‘ople ro invest 
tlieir savings in productive undertakings (i.c., jiropaganda by Govern- 
ment in regard to (lovernmcnt loans for capital expenditure, etc.)? 

J3. — Cheque habit. 

1. Is the cheque liabit growing in India? 

2. Has the abolition of stamp duty on cl)eqvu\s led to — 

(i) any increase in the use of cheques, 

(ii) the o|)ening of more accounts? 

3. Wliat classes of the j:)opulation use cheques? 

4. (a) Can you suggest any means of further promoting the 
cheque habit [e.f/., payment of (government servants and bank 
iunplovees aliove I\s. ](M) (or without limit) by cheques, freer receipt of 
cheques in payment of Government dues] ? 

(f)) Should Post Gflices o|>tni “cheque accounts,'’ jmrticularly at 
places where siicli facilities do not exist? If so, should there be any 
restrictions on su<*h a<'(‘ounts, e.fjr., interest, amount, operations, etc.? 

(Votr. A “choque* account” i-a an account; on wliiili a <^oeo«i(or ma^ draw by 

n»cans «»f <'lH»(|ue«, Init cannot Ik^ allowed to overdraw,] 

5. Can you devise any means of making it possible for the illiterate 
to use cheques? 

* 

C . — Veryiacular scripts in banking, 

1 . Have you any suggestions to make regarding t!;e use of verna- 
cular scriptB in banking? 

2. If so, would you permit the use of the present script used fay 
indigenous bankers and otlier merchants (sarafi), or iusisi on the use 
of the Nagri or Persiaji setript? 
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D. — Imperial Bank of hhlia, 

1. What in your opinion !uis lx?en the ivsult of tiie opening m 
recent years of new branches of the Iin|)erial Rank of India. esfHvially 
with respect to the following matters : — 

(i) the encouragement of the investment habit, 

(ii) the promotion of internal trade and industry, 

(hi) the encouragement and consolidation of the indigenous bank* 
ing system, 

(iv) the increase of facilities for agricultural credit, 

(v) the reiliKtion in the general price of money? 
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ANNEXURE I. 

iSotc njcrred to in Part PB, question no, G of the questionnaire.) 

The Amekican s^sjem of licensed warehouses. 

In liulia, an elsewhere, when a merchant or manufaclurer is in 
need oi funds, one of the ways in which lie can raise them is by hy[x>the- 
caling his material, /^oods or stock-in-trade to a bank which then 
allows him an overdraft or cash credit. I^ut tliis system has certain 
defects : — 

(IJ A bank must keep a large proportion of its funds in a liquid 
form, i.e., ca*sli or easily negotiable securities. A merchant’s goods are 
not an asset of this kind, since tliey cannot be quickly turned into 
cash. The amount of finance of this kind that tlie banks are willing 
to offer is, therefore, strictly limited. 

(2) When a merchant has hy|)othecated his gcKxls he cannot afford 
to give credit to the customers who buy them, because when he sells 
them he must to the same extent reduce his overdraft, which can only 
be done with cash. But a cash price is usually lower than a credit 
price, and the merchant loses, whilst his customer also is often put to 
inconvenience. Fuith(*r, a merchant wlio has to sell at a low price will 
only buy, if lie j>OBsibly can, at a still lower price: and the producer 
then suffers too. 

(3) The gcxuls remain in tlie jxissession of the merchant : and this 
makes it fiossible for lliern to depreciate the bank’s security by mis- 
management, negligence or even fraud. To avoid this, banks often 
insist on the goods being stored in their own godowns, — which a big 
rnercluint will resent as derogatory to his self-respect, — or on the provi- 
sion of some collateral security, — whicli the small merchant finds it 
difficult to furnish, l^anks, therefore, are chary of this kind of transac- 
tion, and merchants cannot get all the credit facilities that they require. 

In the United States the system till 1916 was much the same as 
it now is in India. An Act was then {xissed, which has been amended 
in 1919 and 19*23, to establish and regulate licensed warehouses. These 
warehouses are licensed by tlie (lovernment, under conditions relating to 
supenision and inspection which ensure that the storage facilities are 
eatisfactory and adequate, and that there are suitable arrangements for 
grading all products according to quality. The person placing his goods 
in such a \varehouse receives a warehouse receipt, giving full informa- 
tion regarding the goods themselves and the manner of their dispe^aJ, 
On presentation of such a receipt the warehouseman is bound to hand 
over the goods described in it to the person who pre.sents it, subject to 
the discharge by the latter of certain liabilities. 

A warehouse receipt of this kind is simply a negotiable instrument 
of title, wliich can be and is readily bought and sold like any other 
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siimlar iustrumeiit. It is, in fact, a liquid asset in which banks can 
aafely invest, or accept as collateml for a loan, overdraft, or cash credit. 
Since the goods are in the hands of a tliird party, who has everything 
to lose and nothing to gain by mismaiiagernent , they are entirely safe. 

The possibility of improving tl)e credit facilities of the country by 
means of licensed warehouses of the American type attracted the atten- 
tion of the late Mr. B. F. Madan, who drew up a draft Bill on the model 
of the American Act. This Bill is reprinted below : — 

Draft of a Bill to encourage the establishment of indepcndeni warehouses 

in India atul provide for their proper supervision and eontroL 

Wheheas it is expedient to encourage the establislunent of inde- 
pendent warehouses in India, and arrange for their pic)|>er snjHMvision 
and control; it i.s hereby enacted as follows: — 

1. (1) This Act may be called the Indian Licenscil Warehouses 

Act. 

(2) It shall extend to tlie whole of Ihitish India and shall come 
into force from 

2. In this Act, unless there is anything repugnant to the snl>jcct 
or the context. — 

(a) “wandioMse” will mean every l)nildings, sinictnre or other 
|»rot(‘cted enclo.sure in which any raw j)roduce or mannfac- 
tures are stored, 

(h) “person’* will incknle two or more persons actirig in partner- 
shi|) or a e<)ini)anv registered under thi' Indian Companies 
Act, IOi:C 

(c) “vvareli()useman“ means a person lawfully engaged in the 
business of storing goods and merchandise, including agri- 
cultural produvte, 

id) “receipt” means receipt issued by the proprietoi’ cf a ware- 
house for gOf)dB entrusted to him ha* storage. 

3. The (iovernor-General in Council may on apf)lication to liim 
issue to any warehouseman a licence for the conduct of a warehouse or 
warehouses in accordance with this Act and suvdi rules and regulations 
as may be made hereunder : 

Provided that such wareliouse is found suitable for the storage of 
the goods or merchandise named in the application for licence and the 
warehouseman agrees to comply with and abide by all the terms of tlii.s 
Act and the nile.s and regulations made iti pursuance of the same : 

Provided farther tha each such licence .shall be on such terms am! 
for such period as the Governor-General in Council may deem fit and 
such licence may be renewed, extended or modified from time to time' 
at the discretion of the Governor-General in Council. 
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4 . The Governor-General in Council is hereby authorised — 

(a) upon application of any jx^rson for a licence to inspect or 
• cause to be in8j>ected the warel-ou^e or warehouses con- 
templated in such application, 

(fc) at any time and from time to time order inspection of any 
warehouse or warehouses licensed under this Act, 

(c) to determine whether warehouses already licensed or for 

whicli licences may have been ap()lied for are suitable for 
the proper stora^^e of the particular class of gofxls or mer- 
chandise conternfdated in the licence or a}>plication for 
licence, 

(d) to claBbify warehouses licensed unde r this Act according to 

owncrshi|), location, construction , surroundings, capacity 
and other qualities, 

(e) to prescribe within the limitations of this Act the duties of 

the warehouseman conducting waiehousi^s licensed under 
this Act, 

{/) to sus|)end and, if necessary, to revoke any licence granted 
under this Act for any breacli of the provisions of this Act 
or of the rules and regulations made hereunder. 

5. The Governor-Cieneral in Council shall be entitled to adlect a 

r^iisonal)Ie fee for examination of or inspection of any warehouse that is 
the subject of an application for a licenc.e under this Act and shall also 
be entitled to collect a fee of not exceeding Its. per annum 

for each licence or renewal thereof under this Act, 

6. The Governor-General in Council may upon presentation of 
mitisfactory proof of com[)etency issue to any person a licence to inspect 
sample and/or classify any agricultural prcKhict or products stored or to 
be stored in a warehouse licensed under this Act according to condition, 
grade or otherwise and to weigh the same and to certify the weight there- 
of upon condition that sncli f)erson agrees to comply with and abide by 
the terms of tliis Act and of the rules and regulations prescribed here- 
under BO far as tlie same may relate to him. 

7. The licence of any such person liv-ensed under clause 6 may 
be suspended or revoked by the (iovernor-General in Council if he is 
satisfied tliat such licensee has failed to coiTectly inspect sample, classi- 
fy or weigh any agricultural |)roduet or products or has violated any 
of the provisions of tliis Av t or of the i-ules and regulations made here- 
under or has used his licence or allowed it to be used for any improper 
purpose whatsoever. 

8. Every warehouseman conducting a warehouse licensed under 
this Act shall receive for storege therein so far as its capacity permits 
any goods or merchandise of the kind customarily stored therein by him 
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which may be k^ndered to him in a Buitable condition for wareliousing 
in the usual manner in the ordinary ^urse of buBiness without making 
any discrimination between persons desiring to avail themselve%of ware- 
honsA facilities. 

9. Every person who dei>osit8 goods or merchandise including raw 
agricultural products in a warehouse licensed under this Act shall be 
deemed to have deposited the same subject to the terms of this Act and 
the rules and regulations prescribed hereunder. 

10. For all goods and inerchandise including agricultural products 
stored in a warehouse licensed under this Act original re<!eipt8 slmll be 
isstied by the warehouseiniin conducting the same, but no receij)t shall 
be issued for any such g(X)ds and merchandise or agricultural [aoducts 
unless tlie same are actually stored in the wnrehonse at the time of issu- 
ance thereof. 

11. Every sucli receif)t shall embody the following particulars, 
namely : — 

(a) location of the warehouse, 

(b) date of issue of receipt, 

(c) consecutive serial number of receipt, 

(d) statement whether the subject-matter of the receipt is de- 

liverable to bearer or to a spHufied p<n*8on or to his order, 

(e) rate of storage charges, 

(/» marks, number and weight of packages received, provided 
however that where it is some agriculturai product in bulk 
the descTiplion and quantity ther<x>f shall suffice, 

(g) the class and grade of any agricultural product received for 

storage where the dei) 08 itor wishes it to be shown on such 
receipt, in whicli case it shall be as certified by a |H^rson 
licensed under clause 6 of this Act, 

(h) a statement that the receipt is issued subject to tliis Act and 

the rules and regulations made hereunder, 

(t) if the warehouseman is owner or joint owner of any goods 
the subject-matter of such receipt a statement to that effec^t, 

if) a statement of the amount of advance made to the depositor 
or any other liability by the depositor due to the ware- 
houseman for which he claims a lien, provided however 
that where the precise amount cannot bo ascertained at 
date of issue of such recei{)t a statement that lien is claim- 
ed will suffice, 

<k) such other terms and conditions as may be laid down 
by the (Tovernor-General in Council in this behalf, 

<0 signature of the wareliouseman or of some person duly autho- 
rized by him and the number of his licence. 
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12. So long as an original receipt issued under this Act is out- 
standing and uncancellad by the warehouseman himself no other or fur- 
tlier receipt shall be issued in re8i)ect of the same goods, merchandise 
or produce ; provided, however, that in case a receipt is lost or destroyed 
a fresh receipt may be issued in identical terms and bearing the same 
date and number as the original on satisfactorj’ security being given by 
the person asking for such duplicate on lines laid down in the rules and 
regulations made in pursuance of this Act. 

13. UiK)ri demand made by the holder of any such receipt and 
offer to surrender such receipt with such endorsement if negotiable as 
may be nev ossary and u[X)n readiness to satisfy the warehouseman's lien 
and/or chaiges and give proper a<*knowle(lgement of discharge tho* 
warcdiousenian sliall forthwitli deliver the goods that may be the 8ubje<;*t- 
niaftei of such receipt, providcal, how'ever. tliat al! such receipts that come 
back into his hands duly discharged shall be forthwith cancelled by the 
warehouseman and [>r€Herved on his record for at least three calendar 
years from date of such discharge. 

14. Every w^arehouHemun licensed under tljis Act shall keep in a 
place of saf(‘ty complete and correct records of all agricultiira] products 
stored tlieroin and withdrawn therefrom and of all recei[)ts issued by 
him and of receif>ts returned and cancelled and sliall (nnduct tlie ware- 
house in all re'Sfx'cts in eomfdiance with this .\ct and the rules and 
regulations made thenninder. 

15. I'^very licensed warcdiouseman shall report to the Governor- 
General in Council the condition of his warehouse or warehouses, and 
the contents, ()|)eratioi) and busitiess thereof in sucli form and at such 
times as the Governor-General in Council may require. 

16. ^IMie Governor-General in ('ouncil may cause an inspection or 
examination to he made of any wareliouse licensed hereunder and of the 
g(X)ds stored therein and of the books and records thereof at any time 
by {)erson or [persons apfxuuted by him in that behalf. 

17. Wlienever as a result of such examination it is found that a 
warehouseman is not conducting his warehouse in accordancje with this 
Act or the rules and regulations made hereunder or that he is charging 
unreasonahlc and exorbitant rates, the Governor-General in Council may 
order his liceiua^ to be susjxmded, and if satisfactory explanation of the 
breach of this Act or of the rules and regulations made hereunder is not 
forthcoming may order such licence to be revoked. 

18. The Governor-General in Council may order to be published 
in the Cfazeite of India the result of any investigations under clause 3 
or under clauses 16 and 17. There shall also be published in the 
GAzette of India the names and locations of warehouses licensed here- 
under witli the names and addresses of the licensees, as also a list of all 
licences revoked or terminated under this Act and the reasons therefor. 
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19. The CJoveruur-iioneral in ( miiicil shall liiiic to time 

make such ru^os and repulations as may apiunir to him advisablo for the 
proper carrying out of the provisions of this Act. 

•20. Eveiy [)er^oll who shall torge. alUT, eountoitVil , Huuulate u. 
falsely represent or otherwise unlawfully use any licence issued by the 
Governor*(iencial in Council under tins Act or shall issue or uUer a 
false or fraiiduloiit ieceij»t or cerliti<*ate and evor> [verson who siuill with- 
out lawful authority convert to \m own use oi nso for the purjx)ses of 
securing a loan or nunovi' from ii licensed wanhouse (x^ntrary to this 
Act or the rule^ and legiilatioii^ made iiereunder any gocjds or mer- 
chandise stored or to \k' stored in i»ucli wareliouse and for wdneh licensed 
receipts have iieen or are to bo issued shall bo deemed guilty of a niis- 
deineaiiour and shall u|k)ii conviction be liabli* to a fine not ex^eedillg 
ten tiiousand rujvexs or iloul>ic the value of the goods or merchandise 
involved whichever is the gi eater or iin[>riKonnumt for a period not ex- 
ceeding twelve months oi both at the discietion of the court and the 
owner of the goois or inerchaiulise so <'onvcrti'd, use<l or lemoved may 
in the discretion of tlio (iovenior-Cicncral in Council he reimbursed out 
of the lines so collet ted to tlie extent that ho may not otheiwise have 
been reimbursed. 

•2L Any person who sliall willi intent to deceue diitvv a false 
sample of or shall wilfully mutilate or falsely represent a sample drawn 
under this Act or sluil! tl.i^sily giaue or weigli fraudulently any agn- 
cultur.ll jiroducls sto»’ed or U/ l><‘ l<u*ed under ilie provisions of this Act 
shall be dwnied guilty oi a misdcinearioui and uj^oii ccmviciion be liable 
to a fine of rupees live liundud or im[)nsuniiient for three months or 
both in the discretion of the court. 

22. It shall be ojHm to the Govcinor-Cicivua! jn Council to offer an 
inducement to tlie estalihslnneni of licensed wandioiises as c()ntem|)late<l 
in this Act Ivy way of giant of land free, or at a nominal rental or by a 
subsidy towards the cost of construction or by guarantee of a leasonable 
return on the total capital mvested or in any other way that may apjiear 
most suitable to tlie Governor-Geneial in Council in such place or places 
tind on such terms and conditions as may af>[K\ir desirable Uj the Gov- 
ernor-General in Council provided however that where tlie indumnent 
to be offered is a gniarantee of a reasonable return on capital it shall not 
exceed a return of more than five per cent, per annum and provided fur- 
ther that where any payment i>y tlie Governor-General in Couneil be- 
comes necessary under any such guarantee a separate account shall be 
kept of the same and Government .shall be entitled to one-half of all 
earnings of any warehouse so guaranteed in excess of a return of six 
per cent, on the capital invested until the amount paid to such ware- 
house in order to implement the guarantee given to it and standing at 
the debit of such separate account shall have been entirely vvijied off. 
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ANNKXUKE II. 

(Notv referred to in qn(\siion no. 5 of ^le quvh^tionnaire.) 

Ij\NI) M<»!{l(iA(.i: BANKS. 

I'hk laud inort; 4 ii; 4 e banks, as tljeir name implies^ advance or 
niortnai^e of projx rty, ke(‘j>in^^ Hiiflicie/il marjudn for possible decrease in 
fninre value. These advai^ccK arc resiricted to productive purposes in* 
cludin;^ repayujcnt of previous debts. The loar»s are rep;ti<i usually by 
fixed instalmenl every year which includes priuci{)iil and iiiteiest repay* 
luent. Advnric(‘H an' made for lon<? periods, often for over fifty years, 
so as lo make the annual instalment as small as [possible and (bus easy 
of payjneut. For example, if the loan be its. 1 ,b0O, the t(‘rm of re- 
payment tliiriy years, workin/i expt'nses for manaiiin^ the loan half [KT 
cent, per annum, and the rate of interest n per cent., tlie yearly instal- 
ment will he about Ks. 70 or 7 [ht cent, of the amount of loan. 

T'lu‘ land morti^a^u' hanks obtain funds for advances by floating 
bonds in the marki t against the security of morigages olilained by them 
in tlieir I'aAonr. liimitation upon the total of such bonds is generally 
j'reseribed, whi(‘h is usually fixed at twenty times tiu' |)aid-up capital 
and reserve of lh(‘ particular hank issuing the IwauE. 'fo ensure public 
(onfidcnee valuation of |U'o[>erties, mortgages of wliieli are assigned as 
Beourity for the bonds, is elieekod by a trnshe, who further holds assig!!- 
inents of the mortgages on behalf of the bond-holders. The bonds of 
land mortgage banks rank as “trustee’’ securities in which trust funds 
can bo invested. The land mortgage banks are sometimes permitted 
to carry on ordinary banking business also, but they are required not 
to mix up such business with the long-term advances. The maximum 
amount up to which they can accept deposits is generally 50 per cent, 
of their capital and i*eserve. Sucli deposits are restricted to be invested 
in liquid channels. 

The land moitgagi' hanks geru’ially jK>Nsess sjiecial powers as regards 
foreclosure, taking the properiit*s in their- hands for management, etc., 
in case annual instalnnvnts are not punctually paid by the borrowers. 
However, in view of the instalments l>eing small, the experience of land 
ii)ortgage banks is satisfactory and they are rarely called upon to fore- 
close or take tlie pro[x?rtie8 under their own management, 

liefoi'e tire War the German land mortgage banks usually fixed the 
annual instalment at only lialf jrer cent, above the rate of interest. ^ The 
period of repayment was calculated on this basis. For example, if the 
rale of interest was 4 juvr cent., tire annual annuity \vould be per 
cent., and the period of repayment would be 55 years. Besides the 
annual instalment the borrower had generally to pay 3 per cent, on the 
amount of the loan in the first year to cover necessary expenses in con* 
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tiexion with the preparation and registnition of the mortgage, the valu* 
alien of the properties and other incidental exj^nses. In some cases the 
initial expense was also distributed throughout the period of the mort« 
gage. In Germany the land mortgage banks are of two kinds, one pro- 
viding long-term credit facilities for small cultivators, and the other 
for big bind and building owners. There is a G«Aeinment otVirer wlio 
examines the value of jirop'rties, mortgages of which are l>eing assigned 
as security for the bond-holders, and it is only when lie approves ilie 
Bc^cunty as sufficient that he allows the issue of bonds, lie also holds 
the assignment as a trustee for the l>enefit of the iHind-holders. Tla‘ 
maximum limit up to which a German land mortgagi' bank can is^^ue 
bonds varies between ten to twenty times of its paul-u|> capital and 
reserve. The paid-up cajdtal and reserve of one of the Gtaman land 
mortgage banks “rreusischc Pfaiidbru f-lkink/* at (he (uid (d IOlM w<'rs 
4 million and 050,00(1 Reicli marks respectivtdy. 

In France “(hi'dit Foik ht Di* France’* provides long feun credit. 
It IS a pn\ate coinp,ui\ fonndiMl in 1^5*2. l)ul under siiflirumt State con- 
crol. The riovernmcnt gave it a ‘^ul>^ids {>f I0 million ;.'old francs as soon 
as. it came udo lake otlnu* land moitgagc banks 0 udvancen 

on the security of mort'i.uo' and oht.imH lu'cessary funds from the issue 
of bonds. The go\cnior and two .C'sjsf ml go\ernors arc a[)|K)int(‘<l by 
the State decree, d'o make “Foncicr” bonds attractive the bank \n 
p<‘rniitted, with tlic [innioiis con.seiit of the I^'inaiU’e l\1t‘rnber, to issue 
lottery or ]>ri7(‘ bonds. 

The United States of America passi'd the ]<VderaI Farm Ijoan Act 
in 191(i, which deals w]t]i the long-ttain credit. Tlic Act created a 
Federal Farm Tjoan Board winch has a general supervision of the bvb- 
tem. Tlu^ l)oard ['ossesscs |)ovv(‘Ts to organi/a' land mortgage hanks, to 
regulate interest rab>s and otlicr (diarges on loans^, to audit aiul examine 
the affairs <»f sncli land banks and to sufxn’vlHe the issm* of farm loan 
bonds. The board con'-istH of tlu' StsTidary of the IVeasnry fex officio) 
and four otlier mcnd>crs a[)pointcd bv the lh‘C‘ ident with the approval 
of the Senate. Tht‘ c(»untry is divided ink) Iwidvr* f(*d(‘nil liind bank 
districts and each distried contains a fc<]era.l farm loan bank. Each bank 
is managed by a board of nine directors. llir<s‘ of whom are apfxiinted 
by tlie Federal Farm Loan Board. The cajiital sUick which each bank 
was Required to pnssc‘s.s before fominencing ofierations was fixed at 
750.000 dollars, divided into shares of 5 dollars each, which was open 
to subscription by any person, buan, cor|walion, or State, or by the 
United States. If the capital could not be fully snhfuaibed within thirty 
days of the commencement of business, the remainder was required to 
be Biibscribed by the TmittMl Slates. A number of borrowerB requiring 
loan on the mortgage of tlieir property join together to form an associa- 
tion, the association g^is mortgage in its favour, and it eridorws it over 
to the land bank. The land bank, wlienever necessary, hands over 
these mortgages to the Farm L^an Board and rfceives in return bonds 
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ot equal amount. The total amount of bondB to any bank Boes not 
exceed twenty times its capital and Buiplus. The bonds "are exempt 
from national State or local taxes. In order to "create public conOdence 
in these bonds, the Government of the United States of America author- 
ized the Secretary of the Trea«sury to purchase lx)nds to the extent of 
two hundred million dollars between the years 1918 to 19*21. Besides 
the land banks under the Federal Farm Ix)an Act there is jaovision for 
the formation of ordinary joint-skx-k land banks. Tliey enjoy a /jreater 
degree of freedom in taking mortjxageB and in matters lik(' {^‘riod of 
advance, pur{K>st> of advance, eh-., but the maximum amount of bonds 
which they can issue should not be more thaji fifteen times their capital 
and surplus. 

The German Tjandschaften and tlie Federal Farm Bank of America 
represent tlie co-oj)er;ttive tytK) and the French “Credit Foncier,’* the 
joint'StfMk. Within tlie last ten years land mortgage hanks have come 
into (‘xistence in some fiarts <S India also, c.r/., the Punjab, Madras, 
Burma. P.oml)ay, Mvsok* and Baroda. Tliev liave all a co-opc^rative 
basis, for the simple reason that in tliis country the tenants to be dealt 
with are illiterate and (lie landlords exlravaeant. 

Tlie .7hang (I’nnjjih) Co-o|>orative !^h>rteage Hank was registei’od 
in 1920. 'Phe working e.apital of (lie bank has Ix'cn obtained l>y the 
issue of sliares of the value of Hs. 10 each, delxuitures and de|)osits 
from memlH'rs and non rritanbers. While all rnernhers are required to 
fiold at least one share of the hank, the utomhi'r who borrows from 
the hank must hold oiu' slmre for cv<'ry five hundred rupees he borrows. 
No luember, howevi’r, is allowed to liold sluires of a value exceeding 
one thousand rupees. Tlie liability of tlie sliandiolders for any defici- 
encies in the assets of (lie bank on Pujuidation is unlimited, fit is now 
pro{H>sed to make it limited.) 

An im|K)rtant provision in connexion with the granting of loans is 
that tlie maxinium amount sliall not exceed fifteen times the estimated 
annual net income, after deducting land revenue of the land mortgaged 
as security. Besides the spe(*ific security, a borrower is required to mort- 
gage all his immovable profRUty as additional secairity, besides giving 
two personal reliable sureties.* Tlie hank lias reserved to itself tlie right 
of recalling loans afttu* six months' notice, if tlie mortgaged estate be- 
oomes subject to forced administration or forced sale, or if it is in danger 
of being swe])t away by rivet or flixKls. On the other liand, if it be- 
comes depreciated in value, the bank can ask for a suitable partial re- 
payment. But if a loan is not applied to the pnrjxise for which it was 
taken, the bank can ask for full i*epayraent immediately. The rate of 
interest on all loans is fixed at 8 per cqnt. and the maximum period for 
which loans are granted at twenty years. .The borrower is at liberty to 
repay to the bank the whole or part of tlie amount borrowed at any 
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ttee, bot in the event of his doing so he liaa to pay interest for six 
months on all bondB that have to withdrawn in couBequence of his 
premature payment. The bank can also makt5 it a condition of any loan 
fta* redeeming mortgages or old debts that the lK)rro\vor should use seeds, 
impleinents and methods of cultivation presta-ihed by the bank autliori- 
ties on the advice of the Agricnltnnd Department. 

The bank is authorised to issue debentures of tlie value of Rs. 50 
and multiples of that amount for varying [>criods. hearing interest at a 
rate not exceeding 6 }xu* cent. The amount of the debentures issued 
should not be greater than the asst ts represtmtod In mortgages held by 
the l)ank. The bank eaii redeem debentures In'fore they are due for 
repayment on giving three months’ notice. If tlie deheniures are not 
presented for jKijTnent within one month of the prescril)ed date, after 
due notice lias been given, the holder ejin have no claim on ilie bank 
for interest. 

The borrower lias to pay all expenses imairred for the valuation of 
the projierty ofhTed for niorlgagt* and also those in gelling it redeeuUMl 
from a previous morigage if the l>ank undertakes tliis. Tlie* pTofils of tlie 
bank are indivisilde and are credited to a le'serve* fund, whiv li is invcsied 
outside the hank and inainlaiiUMl as seeairitv for the elehi*nturedi<>ld<*rs. 
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.\XNEXURE HI. 

{Note referred to in Part JIl-A, question no, iA of the questionnaire,) 

ThK NAilONAL SAVINGS MOVi'MENT IN ENGLAND, 

Co-operation is the dijving force behind the savings movement in 
England an<l it works through the voluiitary savings association or the 
co-operative savings clul»; the object of which is to enable its members 
to buy nalitnial savings certificates by instalments and on advantageous 
Utoih. Tlje method of working is hest^explained by means of an illus- 
tration. 

If a |>erson not belonging to an association saves at the rate of 6rf. 
)yer we(‘k, he can (jnly obtain a savings certificate worth 16^. from a post 
oflice at the end of 32 vNccks and (»nly begins to profit by his savings 
fi.e., to earn interest) after tiiat period. 

Rup|>ose hov\ever that 32 persons, eacli of wliom is saving 6rf. a week, 
have formed an association or eo-operative savingB club, the association 
can buy for them a savings eerlificate worth every week; and everv 
meniher begins to earn interest from tla* first week. 

Thus co-o|)erative investment brings definite yMTiiniary benefit in 
(he ro-operniors. [hit that is iK>t its only advantage. Co-opc'ralion acts 
ns an inccuitixe to saving : for thi* member of such an association as this 
knows that 'if in any week he fails to save, he will cause loss not only 
to himself but to his thirty-one associates. 

There is nothing simpler than the formation of a savings associa- 
tion, 80 long as tliere are a few individuals de.sirous both to save and to 
invest their savings. It can be formed in a school, college, office, shop, 
village — anywhere. It elects it.s own honorary secretary, its own hono- 
1 ‘firy treasurer and any other officers required; and being affiliated to the 
National Savings Committee, a body recognized by Ciovei-nment, it 
becomes subject to its sufvrvision through audit, a fact wdiich ensures 
safety and insjiires eonfidenco. 

There are a mimher of recognised savings schemes and an associa- 
tion may ado|)t vvliieliever suits its members l>est. Brit‘f particulars of 
a few of them are given below. 

Scheme 2. 

Weekly subsvriptions are collected from members and invested in 
naiiontvl savings certificates, a stock of which is thus accumulated. When 
a member’s subscriptions amount to 16^. lie receives a certificate from 
tliis stock and thus obtains the benefit of a pre-dated certificate. 

Each member is supplied with a subscription book in which his 
payments are re<"orded and a detailed record of the transactions of each 
meml>er is kept by the honorary secretary in the registers provided toi 
the purpose. 
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The association is on credit with six-jx'nny coupons (Sw^as- 

tika dosip)) to a fixed aniount vvliicli is known as the asMxiation’s stand- 
ing: irnfaest. The conjKjins are st>ld to uiernbcrs who aflix them to sjH^cial 
cards supplied for the purjH)so. J^aeh week tlie pnx'etMls are ^invested 
in savin^^^s certitieates, a shu k of which is thus aeeuinulaied. When a 
member's eard l>eafs tVJ ((iUjH>ns it is exehan^^ed for a eertitieate from 
this stock, and he thus obtains the benefit of a pre-dated certilicalc. 

Scheme 7. 

A six-penny suvin;^s staiiif) is ^nven in oxclian^^e for each 8ul>Herip- 
tion of fid. The starniis are allixed to a savings catd which, when com- 
piele<l with dJ siam[)s, is exchanged by the lionoiary stxavtary of the 
association for a savin^i^s certificate at any money older post oniee. 

Savin^^s stam[)s can be hou;4hi at any money order jHist odiee, hut, if 
desired, arraiijjieinents can he made for the issue oj‘ a credit slock of these 
stamps under (iiiarantc<c Siudi a credit stock is subject to inspection 
on helialf of the National 8avin;>s (‘oinmittee. 

[ .Vo/r. — Ix'side.s, there are several schemes for em[>loyeos for invest- 
ment thronnli a sav ings association, (rithcr with or witliout the co-optaation 
of the employers.] 
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Replies to the questionnaire. 


1. — AtiRlcri Tl livL t UKUlT AM» CKiiDlT FAClI ITU H 
part A’.- luind mortgage banks. 

Qurstuyn 3. — Tlio iM-n traijsfiTal»ility of (ho hoMingn imi«t iiuptnlo long toriu cmiit* 
but agncultiuists tjrdjnunly do not Tc<\uiro long crtnlit. If holdingn won* tnaile trann- 
fcrahla they would tjunkiv pans mto the handa of mortgagees and tin- tenant would 
iKVoine a mere slave, t>r would lose his holding. Tins would ln» fatal iKith iH‘<»nomu’ally 
and jsdilicaily. It would also defeat the wdioie |>ur|H.i«e of the legislation of tbo past 
thirty years the ohjwt of whieh has been to build up a stable IxhIv tenants with the 
right to hold the lands they cultivate. 

^iie.sfion b. — liaiid mortgage banks are easy to start hut haul to run. The nolo 
ignores {h»‘ mam difhculty, namely, what to do with a defaulU^r. 'lUte bank w'ould not 
want to manage Ijjs tstate or to he involvtsl m expensive litigation, but in the end 
w<uild probably be driven to Iwith courscH. In iny «>pmion such banks should bo run 
on eo tijs/rativ. principles, and should be limited in their Rr<»B. say, to a group of dis- 
trn ts <T a division, 3 hey should depend on debenturi'.a for their funds, and it would 
prof>abIy be neeev^iry at first for (hwermnent to take a considerable niimlwr of theao 
JU order to gjve ihr bank a start. 

Loans should be limited to half (he value of the seruriiy offertMl. 

\k tir4 ;\U tin' jirivilegcH nnuitionod in elause (i) <if the <}uestion should Ih' given, 

. ^ » <'<» ordinatmg hatdi undtu* a central iiiHidution j vide ehuiHc |;) of 

the question 1 m premature until a iiuinher of self-reliant banks are in active cxislenre. 
Ihe gn.Ath shoubt b<« upwards from the individual and not downwards from a eentnil 

irienV^Vo 1 ^ i ^ be<-n the bane of the eo-openiiivo move, 

in lit lo (lijM pio\m,<*, ;ind Bliould not In’- rcjH'at.d in the case of mortgage Imnlis. 

-hcu\d U valued at its ordinary market value. If this cannot be readilv as- 
certain!-, the number of years purchuHc usually c»btuimibl(> in the flistricl should be taken. 

(lor auppleriK ruary written and oral evidence pag*^ 2 to 0). 


R. Oakdxk. 
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IvppiMBeiiUry vHUsii eTiteM* 

Queniion 1 . — Da you favour that each ddvUionai land mortgage bank ekould i^sua 
ite own debentures? Wtll it be possible for such banks to successfully float and find a 
urtde market for thetr debentures? Wmtld not such a course invoice the multiphcity of 
bonds ^ each differing in its terms and degree of popularity based upon degree of confidencs 
111 the management? If your idea ts that all such divisional banks should be coordinated 

under some prottnctal institution, will you please suggest the nature and constitution of 

such an institution? 

Answer : My idea waa that diviMioual banka ahonid iaaue their own debentures^ but 

on reeon Midi; rat ion 1 doubt if tbi» will be [KiMaible in practice, mainly Ijecause J doubt if 

they will inKpire Huflieicnl confidence to attract ciipitaL any ca^e, it would almost 

ciertainly be nt?ceH«ary for Goveniment to buy debentures equal t<j the nuinber issued to the 
public. In fact, rny view ia that unleaM Government is prcpareil t*» foster mortgage banks 
there ih little chance in existing circumstances of their being Hucccssfully started. Capital 
is eMMciitial, and 1 see little chance of getting it unless public confidence is gained by 
btroDg government sup}M)rt. 

Question ‘I. -- Would it not he advisable if the apex t o operative bank is established 
on joint stork rnm-co operative principles, so as to attract sympathij and capital from these 
sources which at present are outside the t ooperative influence? 71ie primary (tbject of the 
co-operative machinery being to faciliinte credit as cheap as possible by pledging collective 
responsibility, would it not be met if the dividend on the shares of the provincial bank is 
confined within reasonable limits? 

Answer : If by “apex* co operative bank” is meant a parent l>ank, whic li will esiablish 
Ific'al bankM, the wlude idea is ofiposed to eo-(»perative principles, which are that growth 
ahouid lie upwards, not downwards. The hri-al hanks or so<*ieti<'S should first he firmly 
4mtabiiMhiHi and should then conihinc^ to form the a|H*.x institution for their mutual help, 
just as the menihers of a society combine to form the srs itty. 71iere is no objeetioii to 
the introduction of jfiinl stiH'k element provided it does not become the predoimnant 
element, unless tho institution is to he run purely as a jt*int-st<Hk institution. 

The question of g<’f(ing capital will he almost as difti<uh \sith as without n joiut- 
«t<K'k alcinent. It IS a (jiiestion of confidence. Moreover, if must he reuicmliered th;it 
mortgage hnnks want umuicv fiu* a very long period. 

Tiiere is no ru'ed to limit the dividends on ilio Kliarcs of tlie jirovituia! Imuk, 
«a it is unlikely, if it pays proper attention to the holding up (»f a suhsluntial nserve, 
that it will l>e in a fsmitioif to pay large dividends. 

Question *1 . — ft is said that there should he land mortgage o^foriatioris 
grouped under district and provincial land mortgage hanks to supply long-term 
credit. Some say that such an organisation would involve unnecessary duplication , 
and that there should be a provincial land mortgage hank with a few branches which 
should employ the existing co-operat ire hanks and srtciefies or its agents and thus meet 
the difficulty of not haring enhugh competent men fn manage land banks as well ns lower 
the working cost, irhirk view do you favour, and why? 

.tnJiiccf : I aril not in favour of either view. Kaeh veoins to pr<*siippose a very large 
tiumher of small land mortgage hanks, and appears to confuse them with co-operative credit 
stHuetieff. ^!y idea of a land iiuutgage hank is an insiitution d *a!injr wufh landowners, 
that is, witli men whose ci^unonic status is far ahovi' ihat r»f the memhers of ordinary 
vO'Oficrat ive so<ieties. The area of such a hank wciuld Ih‘ siudi that the members should 
know each other ami each other’s alTairs. If WfUild. therefore, follow that the bigger the 
tneml>ers the wider would he the area, nr., for the bigger landowfiors the divi.sion or 
district, for smaller ones the tahsi) (»r any area w'here a sufficient number of men are 
willing and able to form an a.sstxuaticm. It is desTahle that meinlicrs of each bank 
should . as far as p<>ssihle, he roughly of an equal eennomie status. 

Question t. — Voii rerommend the establishment of land mortgage hanks on co- 
operative principles. In view of the fact that numied classes are generally outside the 
sphere of co ofienif ire influence, and the success of the co operative movement depends 
upon sufficiency of capital, would it **nt he more advantageous to start- land hanks on co- 
operatirr cum iointjstork principles, which would procure the same advantages as a co* 
operative machinery but at the same time would make it easier to get large funAs and 
procure fe<fuisite business and financial capacity? 

Juln. B, Oakdfn. 
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Amw$r t There in tko c>b|ec|ioo U) eUurliiig lAod \m\k» m i?a 43per4tiire*rum*jomi*»toek 
ixriiiciples provided the ec> opermnve element preckuminate^. It wtmld, of courae* be (|Ut^ pt>»' 
vfble to »iart land banki purely on punt-sUick principlea, but they uoutd hive ?ir more 
tjrouble fn*m defaulters than binis# baatHt on wvoperative inellKMla, Wauae the inter ayibani 
preiuppoiea that every iMirrt^wer is known to and truated by bia fellow 'luciiitH^ra, and that 
ail will share in the loaa caused by any one of them. Thun the danger of default, and 
the risk of disluaie^ty, is lessened. 

Quf^Uon 5. — Would not the litmiatton on the transferahih* if i f luxt fuiucf/ fights 
in farour of co-operufirr soiirttes ami land mortgage hanks remove the fH>sstbilttg of tk* 
danger referred to htj you * If no such transjerabthtg ts allowed, what secunty would he 
atatiahle for the mortgage bunks'* 

Answer : No. It is no better for u tenant to h se bis riglits to a ci) ojM’rative atK'iety 
than to a moneylender, More'over, in tiie case «if wvoperative HoiMeiiea ae< urity is ultimately 
t^aac^ on the colliv.tive resjionsihility and eirrunistancew of the inemherH, and nt'stH on 
I heir mutual coufidenv e, on the mortgage id individual proiicrty. It would Ik' fatal 
t<* make tenont-hoidinjis iransferalili', even t4» tt» o|i4’rati%'e Hocieiuw, and would be tho 
first step tiovantla their genernl transferability. It would, of course, give a transitoiv 
fM>pularity to such »<K JtMies, but by providing fttcilitu-H for credit would eiuxiurage iKirniu- 
ing. and, afitr a few had seasons, or ev»'ri after the hml examples of a few (h>faultings, 
wtuild ruin in^tfi sov iet u's and tiiuintH. Finally, fhrrt‘ is fbe landholder to eonstdonx!. 
X tenancy impiies a et uditionul right <»iily, »tul is not an absoluto property. The jxiwer 

of transfer would give the imperative sisnety the right to lease' the laiul. and would, tin 

effect, deprivr the Iftndiioider of all rights of ownership. The last ipjeslion dix^s not 
■iirise iH'ciiuse in my view mortgage hiiiika should ioiifined to t»wiu'rw of land. 

QucKfion (>. — Vou think tluit there iv great ftosMitlit tj of default and the consequent 

ihttujer (f onid niortgage hiiiiA* hr*ng inrotved m the manageme^,* or lurihame of pio< 
pertif^. not the smallness of instalment greatly* reduce the )>ossihtfi1]f of default/* 

}Joic far do i/ou mjrre u ith the rirte that the farmers, tfirtjagh long ej'perirnre, hapfl come 
t> Ic out (i’e an.noifM tit //rs uilhm their means on 1 onod ii»trcnti/ncrii*i( e 

h{>r / ' a trig V 

.< ri 'firrr ! Tlie smailness of instulitient vmII reduir the {smsibility of difault, but wiW 
not remiwe it, I have no reasiin for believing I bat farmers geuieriiliv bave> lMM*oim' iimro 
ectuKumcai. It is jm»b;ibi*\ uoIcsh I'o-ofXTation is a fsiliin*, that those who are ruembers 
of CO ojierauve soi M iie*#, and have lenriit something aliouk the prim iples of credit and 
debt, have reali'Uil tlu ivd «.f iinre iminerative ix^rrowing. but T doubt if ibis ielca haa 
|H“ru;K‘a»e(l very deeply \et. 


iFor eral evidence sm? pages 4 le* C»). 


Wb, K. Oakden. 



OKAL EVIDENCE. 


Lucknow, February 3, 1930. 


Present : 

Mb. E. a. H. Blunt, c.i.e., o.d.k., i.c.s., m.l.c., ... ... CA/ r/^ r/rr. 

Mr. Mohan Lal Sah, m.a., ll.b., 

lUi Bahadur Baru Mohan Iml, m.a., ll.b., m lc 

I)r. Kadhakamal Mukfjulk, m.a., rh.D. ... ... ... Memle^^. 

liAl BaIIADUU 1’ANDIT G. iS. IJr.ADHYA, B.A. ... | 

Mh. LAKBu.vfi Das, b.a. 

Br. Ij. C. Jain, m.a., ll.b., pIj.d. * * ••• •• 

Sir J’urHholanHlas Thakiirdas, Kt., c.i.k., m.b.e., m.l.a., Acting ( liairman, and 
Mr. V. K. Aravaniudba Ayangar, m.a., c i.e.. Secretary, Indian Ciutral Banking Enquiry 
Committee, were alao prcHent. 


: Mr. K. Oakdkn, c.ft.i., o.b.Iv, i.c.s., Mejnber, Hoard of licienuc, 
• United Provinces,) 


The Chairman : About tlio laud mortgage bank, I tljink you hold ihe fiaine viewii 
Mr. Kharegiit. His view is that it may best bo run as a branch of the cu t>peraiive 
society, — (Witness) 1 would certainly work it on a co-operative basis. 

Would you object to any tiling in the Bhii|>e of a provincial land niorlgage bank 
trying to operate in the whole province? — If the district banks arc propiTly siarteil and 
Well established they could ooiiibine in the apex hank. There wull be no objecUou to 
that. The objectionable tiling is to start, as we started in the case of co ojaMation, from 
above. You imist start from below. 

In tliat rase I do not think we need trouble you very much. \\V have had a 
lengthy examination of Mr, Klmregat on this |K)jnt. His idea is that the district co- 
operative hank should Btari the land mortgage bank as a sort of separate department, 
find then it can ho W'orked up {x>88iblv to an entirely separate land mortgage bank if 
necessary. We start at tlio bottom and do it on a small scale. — (Witness) But your 
land mortgage bank will have to deal with landholders and not with tenant.s. Your 
letter sfiems to imply that it will deal wuth tenants. 

Yes, it will have to deal with landholders. Now there is a point aliout the transfer 
of holdings. 1 do not know if all the committee will agree with you. I understand 
your fKisition to ho that the average tenant has quite enough freedom in the matter of 
bis borrowings already, and, if it is made iK>a8iblo for him to Ixirrow still merest freely, 
the whole position will bwoine worse than it is at present. If you make his bolding 
transferable, the result will be that he will ultimately become a sub-tenant of the mort- 
gagee. — (VVitnevA') Y’es, if you make it transferable. 

There are obvious objections to that. In the first place, as you have said, it will 
bring a revolution in the landlords themselvea. — (WUnM) I made it dear in my note. 

We all know that occupancy tenants under the cover of a sub-lease mortgage their 
land. r>r>e 8 that result in any damage to the land? — No, I should not think so, because 
it 18 not very common. 

Al$<^ we have to distinguish between varioas kinds of mortgagees.-^FTifns^s) We 
do not recognise a mortgagee. His position is a delicate one. 

Mr. B. Garden. 



( « ) 


I »h«re that view. Supp**«r a tenant borrciweJ \not\ty fnmi a money lender anil 

eannot pay hark the inonei ; he then #ay« : “Take my land n« »ub tenant fof thren 
years and pay yourself off.” If the moneylender is of a non a^rioulturisi class the jprolv 

ability i9« that he will not take the land. or. even if he taki^ i(. he will Kub-let it (o 

aomelxxly else who is an agnoultunsl. Would tlurc he any harm done to the land 

by the change in cultivation?— No. 

If the moiiev lender is htm.seif an agricultunKt there will be noHrouble at all? — No. 

Dr. iiadhakiimal Muktrjef : You h.wi' In'en telling us that this preieess of sub- 
letting gtvs on and the law is got over. The moneylender hitnaelf sometimos does not 
cultivate and a i^uh-tenant come.*!? — Sometimes. 

You Haul that if the ^tib tenant belonged to the agncultural class the land would 
net j-ulTcr ai all .* — Not net ehsarily. 

Your |H)int was that the sub tenant eould U' evictetl'* — Yes. t-nder (he present law 
he is liable to be evicted In'tb Ijy tin* ruwiudar mid the iH’cnparu'V tenant. 

If the practice » f sul« letting, as >t pre vail*! at present, goes on unres- 
tricted jn this inanner, dt* you ihink (hat land will Htifler in the long run? — If Huhdotting 
js done exlen>^jvely and fe.r long iKTUxts. I think land does fuiffcr. 

Ax yrai are aware, in soine f»roviri<es there are iju*re drastie laws rertlriciing Huh- 
letting altogetlh r. Th< re have he« n cast s in different provinces where sub letting has gone 
to a really tlangciou.s ixtent leading n> the lulvent of the inoneylentler and the addition 
M a new intennetiniry, l><. you think that our law should he nKsIified in such a manner 
as to make xub letting more difficult than at present? — T think the prosent law work* 
fjuite well on the whole. 

You have been saxing that sub letting in lieu of repaynu'iit of loans is widely 

prevalent? — No, I did iidI Bay tliat. I said (hat it is not widely prevalent. 

We have rtluT evidence showing that It is prevalent to a large extent, — (U'lf- 
Tifi?A| It IB niiK'h t<sj risky under th«' present law to l>e widely prcvali*nl. Whenever the 
landlord ch<s»ses he can get nd of the fs'cupancv tenant if ho mortgages imd sub lets 

his land. 

If sub h'tiing go<‘s on, no matter to what extent, do you think tliiit we ought to do 

someilimg in the way of a more drastic rcstrieiion? — N%», I w<»iild leave the landlord to 

deal wutb it. After all, he is interested in the land, and, if he does i»ot objivt to sub* 
ktiing, let it remain. 

We itre interested in the land as well. — (ll^ifncxs) Ho is he. T think under the 

present iaw you can safely leave the landlord to d«*al with it. 

The flifitrtnun ; I just want to make it absolutely clear if you do not mind. Is 
it ji ffU't tiiat ih:s type <if stih letting to the mortgagee is not very common?— As cornpijnsd 
with the number of holdings which are n«>t sub let it is very nneornmon. 

it also your opinion tliat in caries where it does (Kciir ti.e juoliahilit y is tliat fli« 

nK^rtgagiH* ix j»erson who has got a hankering for land himself?- As a rule, he is an 
in'tual rnltivator. 

If as a rule « ne actnnl cullivaUir takes the place rd another and the one who in 
replaewi is cjr hupothe^i a t»ad tenant, is any damage done to the land? — Not necessarily. 

Is it also not possilile that a letter man may take his place? Ve«. 

Would lie lose inU'rc^t in tlie land? — He miay lose inier4»st, Imn anse his f/mitkm is 
a very delicate one. 

On the other hand, if he is a keen cultivator he may have more interest liecause 
he wants to make a.s much money out of it as he can in the short time? — Y'ea, that s 
jxissible. 

So the pc^i;k»n is ci at h tting is iincorninon, and wh(?'n it does occur, ift does 
not do very innch harm to the land? — A» things are 1 do not think it does. That type 
cd sub-letting cann<>t W common. Viecatise there arc so many difficulties in the way of ihe 
morigagee. • 

Can yon improve the ^tafe of things by rnal .-ng the holding transferable? — I think 
that 'Would b© diaastrous. 

M* It. Ositnr??- 
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Dr, Hadliakamal Mukerjee : Are there any figures available in the Board of Revenue 
showing the kind and extent of muI> letting that is going on? — 1 do not think to. Thesu 
trausactiona arc very often kept secret; and ^condly, the man would only apfH^ar aa 
a sub' tenant; the mortgage would not he recorded. Bo 1 do not think there is any 
means of getting figures. It sonietimeg hapjiens that the mortgagor turns round on the 
mortgagee and ejects him. Tlie present view of the law is that he can ejeit the mortgagee, 
and the landlord bfitli. The view' litdd is that the mortgagor can treat his 

riiortgagee as his sub tenant and can ejec^t him. For soin.' time the opinion w'lis held 

that he mnld not eject the mortgage#" until the money was repaid, hut the more recent 

view in that it is not so. The recovery of the loan is a matter for the civil ajuri and 
dcK»« not affect the 4jiieHtion between the landlord and the tenant a« such. There has 

been some differenci? of opinion between the Chief Court of Oudh and the High Court 
at AUahabiid. 

Hat Bahadur Pandit C. S. Upadhya : The chief objection made in tins ctninection 
is that if the right w’as made transferable he would take loans urinacessanly ? — No, that 
is not rny main objection to it. My objection is to the principle of the whole thing. 

Ho far us it g#>#'s, do you not think that the right should tie made transferable in 
the national interest? F’or instance, there are a large mirnber of occupancy tenant^v 

in w'estern districts wlio have got a larger area than they cjin culiivate tlicm.seives. and 
they Hidi let that area to others. If this right was IranHftualde, probably they would 

transfer it to siimebody who would better hsik after tfiat area. — (irffnev.v) 1 do not 

think BO. If they cannot cultivale the whole land they can easily give it up. 

fiat Bahadur Bnbii Lai : Do >ou think that a very great evil will be crea- 

ted in the village coinmunity if you allow tninaferH of (Kcupaiu y holdings, because they 
may transfer ilicm to most undesirable persons? — I have already slated that it would he 
disastrous. 

Not ntx'cssariiy. You may make it tiansferahle, hut at the same time you may 

way that it will hi> transferable only to the ugriculturisis or tt. cert .on assiu iations, not 
necessarily to undesiraldc persons. 

The Chairman : You are, as a inatp'r of fa< t, raising a fpiestmu whicli has very 
little to do with the Banking h'mjuiry CommitLee. 

The : 1 know that it would give a tremeiKh>u.s imptmi.s to co-Of>erativt» 

fcimieties if tenaniw were enabled to mortgage their rigiiU to them. VVe would find that 
eo-operutive s(xuetvt*s tiecume extremely jK^pular, but it would he tlie thin end of tin* 

wedge. Before long other people will see that if these rights are transferable to the 

aocieticH, whv should not they be transferable to them? That is quite apart from the 

(jut'Hlion of ^he deprivation of the landlord of his rights. 

Hai Bahadur Babu Mohan Lai ; Another point w'hich I will submit for considera- 

tion is in eonutttion with the statutory law which has been enacted. The holding not 
being transferable, do you not think that this will lead ultimattdy to the creation of a 
landless claas of labourers? — No. I should think the opposite will be the effect. 

Would you not like that the land of the thriftless should pass to thrifiy f)erson«?«~ 
If they borrow unnecessarily the ordinary e<‘onoinic efftn't would he that tJiey would 
Jose their land. 

8<» it may he a good thing if the land passes from thriftless to thrifty persons? — 
Thriftless j>er8ons will go to the w'all. 

If there will he no riglits of transfer the land will .stick? — It will go to the 

irnmindar. If a tenant does not pay his rent he giies out. 

The Chairm4tn : WTmt my friend is thinking is that the land should go from the 

thriftless to thrifty persons. If the law remains as it is, then the result will be that iu 
rase a thriftless man does not pay bis rent the land will go to the zamindar who wiK 
let it to other tenants. — (Witness) Tes. he will, 

(Tht‘ Chainuan thanke^I the witness, who withdrew.'! 




Mk, R. Oakokx. 
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Hr. J. C. SMITH, C. I. E.. I. C. S.« Member, Board of ReveaUy 

United Provinces. 


to ibo ^uooilon&oirt. 


111.— iNVKiiTMhAT HAHIT AND AriHACrit»N OF CAPilAl.. 


hahtt. 

Question 1. — The habit of cheques i« j^rowing in IntJja. 

2. — The aix)iitk)u of stamp duty «»n tluH|iie« has led to (a) an increase 
in the u«o of cheques and (h) tlie of iimre amuiiits. 

Question 3. — Mostly it is tlie literate |>ei>ple of iho middle ciascH^s who na© cheques. 

4. — 'fhe cheque liabit would W further proniuled if some int©r<*st were 
paid on itie inonthlv )>a!ance m current aqetxinta and if undine stress were not laid on th© 
ident jficai'on of the |htsoii who gots to cash cheques, Atrcpiance of cheques in piiyiiient 
of irnmerit dues certainly eiu^tmraf'e tlw fnHi*r use of clutpies. 

Past oflice savings hank aer<iunt« wouhl he eruNuirage^l jf tin* reHlriction allowing only 
one withdrawal in a week were relaxed and if the excc'SKive observanee of minute details 
were not insisted on. 

Tj. — The P*oard do not think that illiterate ptxiplo can at present use rhoquea. 
Any !5ysteni devised to (imairagc them to use iditHpica is laiund to fail, as it would neccf* 
asrdy entail ^afegmirds whndi would ilclay paMiiciit and he trouhlcKoriie 

(’ — Vernfti'tifar Si'espts in honkinff. 

Quesfinn 1. — It w(tiild certainlv lielp the rural fMihlic if the l)evanagri <diaracler 
or J*er>ian scrij^f were aIlov^ef^ Id he used in eheqiicK. It would tend to make the cheqim 
system fv)pu]ar. 

9«c^fiou '2. — Sara^ i« written in different ways and there is no standard script. 
It would tliereforc he trout>h»Honie to inlrduee, A man who m acqnaintsd with 
sarafi ran ah<» write I>evan:ign, and it \vt»nld Ih* preferalde if the use of vernacular 
scripts were eonfimd to Devnnagri and Persian. 


Mb J. C. Hmith. 
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Mr. N. C. STIFFE, O.B.E., I.C.S., Commissioner, Knmann division. 


Replies to the quesUoDDsire. 


I IIAVK expf*ri(n<e of the matter iiiider inve8ti|:aii*)n. Leaving out the Tarai 

and Bhabar government eHtatew, where Government in the landlord and has provide^ 
a <*o o[x;rative bank which ih extensively used by the tenants, the hill fK>rtiou of this 
division is owned alinrmt exclusively l*y peasant pniprietorK. Except for a few forest con- 
tractors, there is no trade or indusiry to finance. ThiTC is no doubt tliat llie pros- 
perity of fh(? individual in tin- hills has increased enormously and continuouHly during the 
last (cntury, and a prudent man lias very little med to resort to lairrow ing. The holdings 
are wo small — an average rd three acres or sc* — that finance i.s not n^alJy neressarv. The 
families owning these small holdings have also increasr'd, and tlure is nearly always 
a brother or two in outside service whose cash wages provide such finance as i.s neces- 
sary. Suc h borrowing as there is falls mainly under the following lieads : — 

Borrowing hy men of status in the past who will not work hut try to keep up 
their position; ♦ 

Borrt»wing for marriages, or (he educational demands of the family; and 
IVirrowing in time of famine. 

By far the larger amoiini of indehtcHlness falls und(*r the first head, hut it is 
impoHsilile to say what is the projKirtion. Litigation also accounts for sonic part of it. 
The borroW'ing is done alniost entirely from village moneylenders. Tlie hillman has never 
taken kindly to taqarx, and there are no co-operative Botietic's. There is no Inirrow- 
ing of grain. 


I. — Adiiicin.'nTHAL chf.dit and chkdit facilttiks. 

Part A. — Agricult uraj borrowing for purposes of production. 

Question 1. — (d) Bonds are usually written for three years, but in jxiint of fact are 
mostly renewed over and over again. 

^MCA/ion ‘2. — The rates of interest used to he *25 per cent, per annum, but money is 
now available to anybcxly with lauded security at 12J per cent. A small advance of interest 
is usually taken from (‘ash loan — this reducing the amount of the face value of the 
bond to some extent. 

Question fi. — rnvctically. the only stvurity accepted in tliese parts is land; and 
tenant right is esteemed a very pixir setuirity. (^pinimis differ as to the increase f)r diminu- 
tion of indehtednesH ; hut my own opinion is that it is les.s than it was. Twenty years ago 
1 come across more than one case of a man considering himself ^iractieally the bond 
elave of his iToditors, hut have never heard of such a case in recent, yesrs. 

Question 4. — la) Bayment is almo.st invarialdy enforced by the sale of the mortgaged 
land; hut so long as interest is paid, resort is seldom taken to this extreme measure. 

(5) In the Tarai and Bhabar estates, the Banjaras make great efforts, often success- 
fttl« to keep the Tharus and Blioksas (practically aboriginal tribes) permanently in their 
debt, with a view to securing their rice crops at a favourable rate, in tlie same 
way that the Khaiuisaris of Boliilkhand treat (he cultivators of sugarcane. These 
fXHJple are beginning prefer the cooperative hank, hut progress i.s very slow owing to 
their backwardness in every resptxu. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1.-— (6) There is wry little surplus of grain for sale, and owing to difBcuUies 
of transport, this is almost entirelv consumed in local markets, such as small towns and 
the pilgrim route. ^ 

Quest ton *2.— The crop passes direct from the cultivator to the small shopkeeper, who 
Bnpplios (he public, and there are no intenuediaries. 

Mb. N. 0. Stiffe. 
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Part D. — Credit facilUtee in of agricultural i^roductton owti marketing. 

As I have said, the iraiisiu ! ions nre on sueh a small scale thnt the credit facilities 
alluded to in this part do not come in. 

part K. — Lund mortgaijc bunks 

I'\>r the Kame reas<tn, and m considerat i«>n id the small size td tlu' iioldings, land 
mortgage banks are not praciical |H»litics. 

Part (r . — Small tnJustncs allied to atjncwtufc . 

There' is tin* dairv farmer uht» has recently started tiperatuaiK in the Tarsi , but 
I have no information as t,. Imw he has linanetsl himself, 'riie onlv coll age indnslry in 
the bills is the weaving <‘f The w.ml ought to he hjiuii also in the hills, as the 

supply from 'ribet coims right across the tlivismn to go to ('a\MijH»re to he spun in 
the mills and (Mine I'ack for weaving hy luind. Hut no imthod of wnflicicntly Hpc^tsly 
spinning has yet Ixsti discovered to cMiahle the to he dealt with altogether in 

tins divisit»n. The lihotias, who eonvrv the raw wool fnuu Tibet lo railhead, and after* 
wardiJ do most t»f tin* weaving, huve their own ariangt'inents with the Cawnpore mill* 
who gi\e thiun advances so us i<» sc* nre the sunpl} in the following aeaann. Tho 
system seems to work saiisfactordy. 

Part 11. — Small rirfuni indusf rir.-r. 

1‘hcre are no small urban induhtriea. 

Part J, — Internal rnntttance and nef/otialtle iri^f runirnf# . 

Kcimilaiue is eoncenied with small sums only, and ih aihcjiiately dealt with bjr 
the jwsit othee. 


Mb. N. C. Stifpe. 
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Mr. E. F. OPPENHEIM, I.C.S., Commissioner, Benares Division 


Repiiei to tlM qootUonn&ire. 

[N.B. — Thifi eiiihnce rv that of a conference contened by Mn. F". F. Oppknheim, i.c.s.^ 
(■omuus^ioner, lievares DniJtion, vhtch ua/f attended by the folloicing gentle- 
men : — 

(1) Thk Hon’hi.k Khan I^AHADtii Shaikh Makbii. Husain, c i.g., Coflector of 

Jaunpur {talnifdar of Bara Banki di^tncL and at one time BegiJ^trar of 
Co operative Societies). 

(2) H. Bomfoud, Ksq., i.c s., Collector of Mirzapur, 

(3) B. Balium L'as, Vakil and manager of a local bank. 

(4) 13 . Damodau Das. rate . 

The conference were tnianimotis in their t'lewx on all subjects except the subject 
of the destrabiltty of establishing land mortgage banks,] 


I. — .*V(UtlCi:LTUIlAL UUKDIT AM) CRKDIT FAt II.ITIK.S. 

Part A. — Agnculiural borrowing for purfuixes of production. 

Q^uesfion 1. — In tlii« division the ajfriniituriHt is mainly financed by villu>je rnom^y- 
lendera ; the hians are made uimost enfirt ly by rnoneylenderH. 

Money IM borrovvini inoHtiy for ]ili$(ation, marna^i^a and the repayment of old debts, 

K,\c*ept for weed loans the iounn are nearly ahvjiys lon^f-IMTHKl Inans. 

(Question 2. — F'xelndin^ loans given on the siH urity <»f proprietary fights or fixed-rate 
righfa, the interest paid varies from 18 to *24 i>er cHiit. on luan.s advane»‘d on the security of 
Itttid, eti. , and is ahoiit 3t» per eeiit. on l(>an.s advaneiMl on the security of ornaments, etc. 

Loans in kind for swd are usually advariee<l on the sawai system. The agri- 
eulttu’ist pays at the harvest one and a qiiarhT times the anmunt taken in seed. 
We c'ould think of no other loans in kind which are made in this division. 

Conifsiund interest is ealculatixl with thn‘e-inonlh)y rests. 

We considered the rates of interest exorbitant. 

In addition to the intfTcst the Ixiimwer has t(' pay for the stamp. He also has to 
pay registration fees, writ in*; fees and identtficatij>n ftvs. There is usually ijp dalali 
charged, and there are no charges exacted on repayment. 

Question 3. — The usual security is land mortgage. Jewellery is also frequently 
pledg<Hl. 

We agree that the better the rre<lit the more does a man ls>rro\v. In consequence 
the premises atated in the question is to Bome extent corrtxd. 

We think that the com jiara five extent of the indebtedness of the variojis classes 
of tenants and landlords is increa.sing and that the amount of debt secuired on land 
mortgage is increasing. We think that “the unsecurtNl debt or debt otherwise secured*' 
is small. 

Question 4. — The usual methods of enforcing payment of debt is by personal effort of 
the moneylender, which is usually made after the liarvesl when the debtor has money to 
pay. 

Tfiere is rarely any difference between the rates mentioned in the question. All 
cultivators know tlie prevailing market rates. They find this out for themselves bn 
visits to tire markets or from their friends who have visited the markets. 

Question 5. -^-Cultivators take taqavi for Bee<L etc., at times of drought. Govern- 
ment tioes not usually give (aqart for such purposes in sn ordinary year. Government' 
take the view that in such a year cultivators can finance their ovrn operations. It ia 
rare for cultivators to take taqari for building w^ells or tanks. SiicV toqari is available. 
But usually a cultivator who decides to undertake such a work is prospenuis and does not* 
want to take a loan for the purp’>se. 

Mb. E, F. Ofprnhkim. 
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There is rno defect in the mlcft. Bui fHitirnns all uvor the j>nnince lire mrrupt and 
take money fn»in cultivators to whom tatfan hns been ^ivcii. Hcvcmie* ofheiaU wim 
distribute taqari do their Ik^sI to make this difficult. They are not very suci^essful. 

(^ur^tfOn 0. — There is no combination by which cultivators <vunhii\c together kr 
produce a particular crop nor do wc ctuisidcr such a ounhination |H>ssjhic under present con' 
ditions. 


Parf ft. — .iffriru/ti/rti/ horrotrtntj for pf/rpow^' of markrtitui, 

Quefition 1. — The crops are brought to market hv hrofmriit who f:«» round 
bnyinj?. The inctliods do not vary accordinfi as the crop is one mainly used for domestic 
conHuinpiioo, or one mainly s(dd in tlie market 

Question *2. — ('o tij>erBtivc stxdcties do not assist m tlie marketing; of cnijwi. We do 

not think tlial is one of tluor proper fuiur.ons. We ct>nKider that nuch work would ba 

Wiirk id tlie nature of speculation. 

Question 3. — ('ultivators have very few dealin^js with bautas, arhatios and tialah. 
The charges of tteoparis vary according; to tin* situation of tin* place where the ^rain ia 
l»oU|iIit. We think that as a rule the net profit «>f the beopnrt for his time and for th« 
upkerp of his animals ami rueaiis of transfmrt is ahotit one anna in the ni|x‘e, 

The chari.'irt <!(• not vary in the rase of different cri»p^. 

The iMiItivaior has sometimes («• pay wcijkjlimj; dues whn li are supfw'ised to he paid 
lyv the purthaser. When they hnn^' their psKls to tlie miirkr*t in a town. ii« small 

cultivators sometimes do. they usually have in pay to the octroi muharnr Komething 

cxci'edmj: tl • atiitaint due on aciouni of <s*trm, 

Que^'ifum is sttired in hhattiA and knttujs. In markets j^MHUt is slortsl in 

jjunnv hfi^'rt under tin .sheds. 

Question 5. — (train so st<»red is used a« security for obtaining rreiiit. 

Part i \ -E.rieut ami nature of ofjru ultural imirbtetJue.KS . 

Question M - We tliink that the ownership of laml is juissuig from the old landlord* 
to moneylenders, < tc. But there has been no change in [smsession. In connerjufneo wre di^ 
li<«t think that tlu* cthcieiicv rff fiirm«?rs has tu*cn seriously iificcicd We consider that 
the {M*t»pli* Hctuaily l ultivating the land do tlieir utmost lo secure a gissi crop. 

Part E. — fvurni mortfjaqe bnuhs. 

Question 1. — I..aiidloTd.H liave gr^at difficulty in obtaining l<»ans for lung periods 
The reaami is that the money i« lockni up and that the hank has diflUMilty m reali/dtig it. 
The rate!' are if |kt cent, to 1*2 |K’r cent, on loans secured by proprietary rights, and IK to 
24 |MT cent, on Ujans secured hy tenant rights. 

Question S — Non transferability in the case <»f tenants dfX's a<'t as tin impediment to- 
long-term credit, and increases the rate of interest. 

4. — The Recurity aarved by the <K*cii|)ancY right i« clearly inadequate. But 
in practice an occupancy tenant has little difficulty in obtaining money on the security 
of his occupancy land. This may be dm* to the fs<*t that he is regardwl as more respect- 
able and more solvent than the tcnant-at-will. 

We do not think any modification of the law* dcKirnble. Nr>r is there any prob- 
ability that the law will l>e modified in such a way as to increase the value of such 
security for long-term advances. 

Question 5. — Thert? was diversity of opinion regarding the question whether the 
establishment of land morfga^ - hanks would solve the problem of long term advances in 
the province. My own opimon i* tbat the experiment should be started in a restricted 
area. It would be desirable to obtain more information alKuit the financial state of tVie 
“Zhang’* (Punjab) Co-operative Mortgage Bank. 

Question 6. — We discussed the question of the institution of land mortgage hanks sn 
great detail. There was again diversity of opinion. 

Mr, E. F. Oppexheim. 
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I think that the Btate should guarantee a small interest, say, 4 per cent. Unleaa 
there is such a guarantee, there is no chance of a land mortgage bank being a suocesa. 
i think that with such a guarantee the shares would probably be taken up. I do not 
think that Government shouid subscribe. The share capital should be available for 
tmbscription to the public. Tl»e inaxiinnin period of loans advanced by land mortgage 
banks should be thirty years, and the margin beuween the amount of loans and the value 
of the mortgage sfioiild be one tlnrd. 

Quf.Jftton 7. — For pur|K>rteH of calculating the value of land it would be necessary to 
adopt difTcrent ratjs for differeni tracts. Such rates have now* been prepared for all disincts 
ftir use in caseH of land iiapiisition. The best method lo value land is to multiply the net 
profits by tile number found applicable for any particular tract. 

The value of land depends on a very huge variety of fjw'tors, such as its situation, 
the dihtaiUM' from a market, llie distance from tihnfii, the spetcies of tenancies, the facilities 
of irrigation, the soil, the elans of tenant, the question whether tenants arc easily 
obtainable or not, and many <»i1kt rircumstnm es wliieli it would he impossible to attempt 
to deseribe in a referenee r.f this son. 

The pri< </s obtaiiuMl in sales hv government anetion for non payment of revenue, 
on a court deeroe, and by private iiegidiation are much the sanu’. Sales by private 
negotiations yield higher firices. 'j'tu* reasons are obvious. In all cases of forccnl sales 
small pru’cs arc f»btained. 'rhere is also tlie con.siderat ion »liat in cases of forced sales 
Jess priviitt! elTort to get better [»riees is made. 

We made some rougli estimates regarding tlie proportion id the annua) net 
yield of average quality land to its market value. We thought that the net yield from 
land bearing an fconomie rent of Hs. 10 an acre wfuild he some Its. 30, and that its 
inarket value would he about Ii.s, 210. 

nr — iNVKfiTMF.NT riAltlT AND AITRACTIoN OF CAPITAL. 

A. — Eti('oura(fCtnent of /tarinff and investment habit. 

Question 4. — Postal cash certificates are popular in this division. 

Question fo --We think that more |x>sr ofh(*es rniglit he emfK>wered to do savings 
bank business and to issue postal cash cert ificates. 

Question IV — We do not consider the allegation that the rates of interest on jxistal 

cash certificates und treasury bills are so favourable as to create c'ompetition l>ctween 

Government and bunks m attracting money to Ik*, correct. 

Qiustiou 3.-> \No are op|V)sed to the suggestion that it would promote the savings 
habit if pubhe bixlies like municipalities were- to afford savings bank facilities. 

Question 11. — \'aru>u.s clas.ses use the money surplus to tluur normal expenditure b/r 
buying land and jewellerv and for lending money and for tlie paying off of debts. 

13. — \\’e agree with the allegatam that sn India the banking and invest- 
ment hidiit is of very slow gonvih. We aitributo the eaii.se to the conservatism of the 
ilttsses in question, and also to the very natural fear which they have that they 

should lose their hard-e.Trned money. Bank failun‘s have al.so friglitemnl jieople. There 
has also been a g<xxl deal of swindling, and there !iav<‘ also been a g<KxI many liogim 

loncerns. This has not ( ncouraged investments. 

/?, — Cheque habit. 

Questnyn 1, — We eonsider that the cheque habit is growing rapidly in India. 

Qtirsfiou 2. — We think that the alndition of stamp duty on cheques has led to an 
inerca-Ht in the use of cheques and the opening of more accounts. 

Question 3. — Only the educated classes use cheques. 

Question 4. — To further promote the cheque habit wc think that the payment of 
government servants and bank employees by che<jues and ilie free receipt of cheques in 
payment of Government dues 6hi>vild be adopted. 

We are opposed to the idea that post offices should open “ch'^qiie account.'* We 
do not think that it is the legitimate business of tlie post office to undertake work 
of this sort. 


:Mb, E. F. Opfenhkim. 
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Mr. C. W. GRANT, I.C.S., Commissioner, Agra Division. 

Memoranditin regardl&g agricultural ereclit and oradit tadllilai. 


As regurdit indebiodtie«3 of agncuiturists, IhjUi samtminrs aiul ttjnsniH, I aUsch a> 
copy of a iiou* left by Mr. Mudie, late SetticURUt t>tbcer of Agra, wlueb ilUistraiea the 
inerea^^ing mdebtuluess of agneultunats of the Agra district, esinvially in the [>rfX'arumA 
tahsils of Kiratdi and Kheragarh. The j>**sitn>u is not nearly so had in other puru of the 
division. 

2. Tiie projxisals pnt forth in the quest loniuuie which iijtpear to me to 1k> most 
promising are — 

tli land ui<»rtgage banks, 
pi) agrieuliural banks, and 

(3) the extension of eo-operalive credit SiHieties. 

I further nuggesi that in every lahsil there shonid !>*' a setxl d^■p4^t « rganised by 
an iigrauiiiiral bank on fni jH*r cent. riu>re faviJiirabh* terms than the <*\iHting practice of 
sawai. At present the Agricultural department demaiids much higher chargea for »Cfd 
than the existing Ini^ar rati's. In many tahsils tliere are no seed di^pAis at all. 

3. I also tbmk tlmi a sy.stem sh.oild Im- organised of finpin advances agricultur' 

ists in every district in years as well as in famine years, Ncressary funda should 

be snbserihtd b<»lh bv (iovciniiunt »»n<{ by the general publu' 'I'lie rate of interest pav- 
Hijde by agriculiuriHts sb' Uld be '.I per t ent , uhu h sboultl eimlib* t iovernment. and the 
gem ral public as Hhfirehold«'r& iu noiuiul years n. ret eue 0 jw^r cent, as nuercst on tb«ir 
money after paying ail expenses and writing ort * n ret MVi raide advances ’i’lu se advances 
fvhould, as at present, be a pri<»r t barge un all rrups taisid by mucIi iidMimes. and rculta- 
ation slsould be made by government otTuiaN, siu h ns futpiri miib tahwildars, kanun^o^, 
ete. To jsipulnnse the sysitin, e:n'h village Klioiild bnve »i t'oinmittfs'- whteh will ns’om- 

meml and n jstrt on all a['p!ii alitnis f<>r loans. 'J'he pattian, aw at firt^sent, will Rupplc- 

inent the rc|siri w ill a wiatemenl of (h«' holding of e.'n h apjdii nnl . together with a note 
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Agra is reasonably pro»jK*ruus, bnt in oouth-weat Kirauli thiugn are about at 
breakinug' point. The figures repreeent the debt in Juno 11)29. It iriu*t have increased 
since, and the local moGcvlend resources are probably now nearly exlraunted. 

a • ' • « 4c t •' • 


Mb. C. W. Grast. 
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Mp. W. E. J. DOBBS, I.C.S., Collector, AlUJubad, 

RcfiilM to tb« quMlloiiiialre, 

[.Vo<^. — These replies are based on a draft datrn up by Mr. Fazlub iiAHifA?c» 
deputy Collector^ uhtch uae amended by Mr. Dobbs after conference with ali the eub- 
dtetnonal officers of the district.] 

1. — Aguu ultckaz. credit a.sd credit facilities. 

Pari A. — .Agricultural borrotring for purposes of production. 

Question 1. — The agriciiliuriHtH borrow from the local banias, co-oi)Crative scxticlies, 
( jovemioont iirnl, in ttrlain caHeH, (\nirt of Wards, and their own zarnindars. 

The |>urf)OHn« for wliirli they lx)rrow and the {)roj)ortion in which the debt i.i distri- 
hiited art* shown below — 

(i) Marriage and other fifK-ial functionK ... f)cr cent. 

(ii I’Rynient of revenue and rent ... ... 40 ,, 

(iii) Seed and rattle ... * ... ... ... 15 ,, 

(iv) Intigation ... ... ... ... 20 ,, 

Of the total debt 85 per rent, in fjorrowed from lf)eal hdrinjA’ and 15 per cent, from 

Ahirs. 

Seveiit y five per cent, of the debt is incurred in casli, *20 per cent, in grain, and 
6 per cent, in chdh. 

Sixty p<'r cent, are short term d<*bts and 40 per cent, long-terni. 

Question 2. — Tlio rsite of interest charged hy h‘eal banias varies between 75 [rt cent, 
and 113 jier cent, per annum ifUK* anna per rup<'c jht monlh to one anna six pies 
per rupee per month). The maximum rate eliarged bv tlie Government on taqari loans 

IS per cent. The maximum rate charged by the co-operative hank is 15 per cent. 

The rate on gram is 25 to M> per cent, for the harvest for wlueh the r.ec«l whs 
advanced. If at the liarvesiing time it remains unpaid, compound intere.st is charged 
over the |)rin<’ipnl and the intere.st for the fir.Kt half year. 

Other loans in kind ci)nsist only of cloth sold by the Afghanis, Their rate of 

interest varies from one anna to two annaa per rupee per month, i.f., 75 per cent, 

to 1.50 per cent, per annum. 

Interest is calt'ulated \ip to and including the date of payment with monthly and 
six inontlily rests for eomp<iund interest. Interest on tagnri Inan.s ndvanred by the 

Government is chargefl for the full month if the dolit is paid after the I5th of that montli ; 

othemiae it is charged up to the last date of the previous month. 

In my ijpiniiui the lowest rale charged on grain advarnvs is not exorliitant, having 
regard to tlie risk: the ntlier rates (pioted are exfirhitant. 

For all cash advances it is a tieneral custom witli the hx*al hatiias to cluirge 20 to 
25 y>er cent, over the advance at the time it is paid. This they call commission or battatran^ 

or sawai, e.r/., .4 l>ori'*iws Tls, 1(H) ; the moneylender will pav him Hs. 75 or Hs. HO, while 

he will obtain a pronote for the full amount of Bs. liX). This principal will be charged 
in addition to the interest on tlie full amount of Rs. 1(X). 

d — Advances by the hanian in cash to tenants are mostly on personal 
security. Tn some eases hmise proix*rty, ornaments and cattle are pawned. Zarnindars 
have first to hypothecate InndtMl properly. 

It is eorrec't to say that the better (he title to land tlie greater the amount of 
indebtedness. 

Petty zarnindars are much more indebted than big landlords and tenants. 

The au'iount <*f debt secured on land mortgage is increasing and ip the case of 
zarnindars is inucli higher than of debts otherwise secured. 

Mr. \V, E. J. Domts. 
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Question 4. — In enfotv'ing payment of debt fn>in agrkcuUun«t«« frequently the mtmeN- 
dander aeizee the pntduce of the land and then the cattle, helped by the lamtndar. The 
tenant’s almost permanent distress prevents him fnma oppoHUig this enforced payment 
in a court of laa. In the case of ramtfidurr the civil ctnirt m the im>sl common instru- 
ment for the banta to reabse his dues. 

Culntators borrow at at least four chattaks less |>er ni|:>ee, and when they go to repay 
It the> are charged four chattaks rujx't* more than the pre\ ailing rate in the nearest 
market. Tenants geueralh acitpt the rate prevailing m the \i))age, which is ecpial to that 
in the nearest hxal market. The\ are quite ignorant and ha\e iit> means of aHceTtaiiiing 
the current rate of bigger markets. 

Question 5 — The tuhixator takes lull advantage of the faiihtiea offered hy tha 
Agn< tillunsts Ijioans Ati bui not the Land linpioxemt nt At t Tlie rea»tu> i« the stnetness 
of t^ba rules regarding scxuinty and almence of unit) between tbe tenants A tenant cannot 
get an advaiue unth r Act XIX if be has not an\ safe secant) to coffer, while the cases 
of joint application hy sexeral tenant •< are quiu rare 

The eiiltixator borrows much iiH»re taqort in ahiionnal \ears than in normal years, 
this parti) bee iiUHe \et \I1 taqavi is not reudih axailaide in normal xears 

J can ;>oint to iu» defeats in the preKent taqiiri system removal of whith would make 
faqati more |s>pular I think that Hometimes Act \I\ /acp/ri is wiisIchI for want of suflfi- 
cienl 8U|x"rvi«iori over its af>pluunon 

Question f)— Since the cessatwm of )s>p(»\ growing I Imve known of no instaruo 
tvbere cultivators combine together to grem a particular crop. Coiiibinatioii is of courses 
desirable, but the jHwsibilif) is vtrv remote 

Question 7 — The th*fc*tJs m the present s\s<c*m of agru tiltiirai Inirrowing are quite 
apparent fmrn the hIwicc n«(oim( Tenants are <om|sdUHl to Iwirrow money at exorbitant 
rates from the hval bavam they lm\e little facility in (*(h<r quarterH (\» ojxTiitive hck i 
etie* are vers few and have nett been very siiicessful The cuhuator, m his present singe 
of deycloptmi , oftcMi prefcis tlu more clastic sNstcin of the horna, evt»n if its ultimate re 
suits are di'-astrouH to adv luc im nt 

Taqari under Act XIl instead of being restiutcd to nhnonnal \(‘ars might be made’ 
Bvadalde on a more evtcnsive ale even wien the le is no hcarcilv TTiere is little fear 
of loss tc» Oovernment ovcing to tlie system of joint rc s|M»nhihilil\ It might In achisahh* 
10 nifie the rate of interest in normil yc*arK s< a*, to ctivci cost of c siahliKhtm nt 

Part Pt \fjnrultiirai borrou itiff for /urfK^^e^ of marhetniq 

Question 1 — In the majority if » ases il»e tiimnts tonhne thcmsilMs (tv (lie village 
hntita t<» whom tluv are mdihled, itherwise the markc*! n« ircst to the village is the 
filly one available to tie pnslui»r The hatna sells the jicwhite to the agencies of 
the who! nale denbrs and thc-e m their turn Wring the gram f<« the central market in 
tlie dist^.ct .Scmui is si.lil <lnt^( to agents of log firms I'cssl grams like hajra, 
juar, etc , which ate con'ornoil m gre itc r jiari by tlie jircshnir, are brought to the 
central nurkets in lesser quantity levccqit sanm) 

Question 2 — The ctniv c las*, which lends money to the' fuixhiccis and wlmh afreeja 
the Tiiarkeimg is tlie hs a! hamn nho •‘OimtimeH imikeH advance payments for ’!)• prodme 
of (be harvest The produce thus Mf,jd is then taken jsissessic o if l>y the bania m the’' 
Milage itself and the latter is resfw.nKihle for further marketing expenses 

^uecffiOfi d — The c liargi s of thi cullivator ordinarily juivs m the cftsc of marketing 
hi« (Top are — 

ti) Quarter »eer per nijM^e more than the market rale if the jirrduce ih Kold in the* 
Tillage itaelf to tlie Ics'a! hnmn 

(ii) If Tthe prodnee is taVen to tbe nearest market the ‘‘anv cjiiarter r per rupee 
nt given to the arJmita 

nil) Dalah charges are generally om pue per rupc'T 

These * barges vary with different crops 

An incidental charge of one piee pc^r rupee for wfighmejjt m paid hv the piirehaser. 

Question i — The tenant birdly ever stores grain in this district In the markets (hey 
have got pfikka and kar^^cha ‘ore houses, mostly underground T’nderground atorage \% 
open to objection both on Ramtaiv grounds and owing to its effects m the flavour of the 
grain. We should aim at the con^^trm t'lon cf overground rat proof storage godowna 

Mr \V. K. ff T>obbs 
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Quettion 5. — Mmt of th«r [tenuma who store gram in khaitU borroH* money from 
the bank am well as from the l(>cal banias on the seeunt)' of the khatti. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 3. — The proprietary rights* except in BuiKielkhand tahsils, are passing to 
a largo extent to bamas and other moneylending classes who have no interest in agri- 
culture ; they are Banius, Kalwars or Khatris. I have no pnxyf that the process causes 
the cultivator to produce less or less efficiently. But in rny opinion the tendency must 
l>e for production u» l>c advt-rscl) affected when the proprietor in not on the spot, in 
touch with actual conditions, and able advise and encourage his tenants, or to help 
them in hard iimcH. It is nnfortunaie that the resident zamtndar very often does not 
act up to his obligations in these resjMicts: but envirf»nmcnt and hereditary sympathy 
are Injund, on the average, to liave some influence; and the presence of the zamindar, 
if he is not a had or foolish one. reduccH the chance of oppression by intermediaries. 

Part G. — Small industries allied to agriculture. 

Question 1. — r/ar rnakiiig, tobacco manufacture and hand-Hpinning are found every- 
wlw‘re, "I’hcre are two large niodern sugar factories in the neighbourhood of Allahabad 
and a largt^ (ul factory at Mnnaun. 

Question 2. — Except for the factories, tlic industries are not well organised or con- 
diKtcd on the best methods. If more “farms” wore o|>ene<i, subsidiary industries might 
perhaps be Hlarled in ci»nTicxi(»n with them. Invest nient of f’fi[)ital by competent persoii.s 
in collaboration with zamtudars is required. I think tliere should be considerable scope 
for Hinail bx-al eHlaliiishmcnlfi making iiuxifrn plougiis, J'ersian wheels, cUc. 

Question d. — Durnig tlie off-season landlords might with advantage give more 
employment to fanners on "ork.s «»f agricultural im|)rovernent, such as e^nbankinents 

arul storage tanks. 

II r. — IsVFSTMlvNT H.tniT AM> AmiACTtoN op ( AfITAI,. 

Part /!. EfU'ouragevicnt of saving and inrrstnirni liahif . 

Question d. — 'I'hc ju'oplc of ;bis district art' not in the hal>iT of investing in gold or 
silver exccfit to a lim’ted extent in the form of jewellery. In uit^si parts of the district 
fho.se who liavc savings to invc'^l arc by n<> rncan.s numerous. 

Question 1. — I’ostal cash ccrtilicnlert are imf popular, 'fhe rate of interest is not 
attractive ronqmred with that produced by other forms of investment. Eurther, tba 
purchaser is sometimes eotifronted with difficulties or petty exact imis at the p<'>st 
ofl’ices. 


Mm. W. E. S, Dobbs. 
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Hon’ble Khan Bahador SHEIKH MAKBUL HUSAIN, C.I.E., 

Collector, Jannpnr. 


Re^lM MlJke fowtioniialN. 


I. — AtilllCt'l.TriVAL CREDIT \SD CRIDIT FAt lLlTHS. 

Part A. — AfjncultH'al l^orrotrnnj for purposef of productton. 

Qtiestion 1. — The agriciilturtHt m idv district horrtnvn front viliagc money lenders 
ly, and to a very fiuall extent frtmi tv <>|H-rat;\v societies. CH»verniuent is icsortod to t<o!y 
lit seasons of agricultural distress. 

He borrows mainly for ■ 

(i) Marriage and other stK iul funetion.s. 

(ii) Litigatuiu. 

(ill) Payment of aeiumulaifd inUrest (generaiU, hy renewing tlie t»ld Ii>«ns), 

(iv) Payment of land i<'v<-iuie and rent. 

(v) Secil, 

The jirofH>rtion t»f thhi is disinhulrd generally m the order mentioned above. 

i>t*bt IS inrurred for .short jhtukIs only in the *'as(% of .sccmI 

Qur.^tton *2,- The rut<‘.s of iiu»‘rest are 21 per cent, per aiumm for writlrn loans; 

per rent, for iiafttgonian, (one iinna per ru|H>e pir month, as a rule), por loans in KinTl 

eau'Qi is ehargcul, 'Phe weiglitnen's share lias to he paid hy tin* ls>rro\ver 

The rates of interest are in my opinion certainly exorbitant. 

Qutsiion 3.— -'J’he kind <.-f st'eurity usually given is land, sluiiding erops, ami orna 
ments. Interest in the last ease ih t\vi» piee per ru|>ve jht month. 

Aa H rule it is correct to say that the beitir tlie title to land the greater tlo' 

arnoiint of imh'htednesH. Small landlords aiv generally heavily in deht. 

The amount of debt secured on land mortgage appeara to be increasing. 

Question 4. — Tbe usual methods of (iiforcing payment are •^(*enil pouchntjnts and in* 
flucnce in the case <d unsMund d bts. 'it^gntmn for Hi^eiireii. 'Plie litigation ia fairly 

tK’avy. 

Ah a rule, there m no dilb ren<v b4*twe<*ii the rate at which tlie ••\iltivatnr liorrows 
grain «r repays it and the pie vailing^ rate. In eaaea cd loans for apeciai cropei tiie it'* 
is fixed at the time of iK^rrow ing «»n the pf' diietion (>f futnre crops irrespoetive of the 
market pi ice. Cullivati’rs geiu rally know ihe market pric(‘S. 

Question 5.— riiilivators do not take full advantage, of the laciliticK provided hy the 
Agricuitnrists Ijoana Act and the Land Improvement Aid. They fight shy of government 
loanw. Tho rcaaou for Ihi.s is the enmherKorne prfsvduro, stru ineHs in recovery, and 
the officialiarn of petty officials. Cbiirrailv, tho cultivator borrow« only in ahnorrmil 

yeara. If repaymciits are made hv lahur instulments, there wdl be improvement in the 
taqati sys(/»rn. 

Question 7. — Higli rates cf mterest i.s flo’ chtcf d feet in the present systorn of 

agricultural Iwrrowdng. 

Part B. — Agricultural horrouing for purpose/? of marketing. 

Question 1. — Tbe principal crops in my district are brought to market through hanUis 

Question 2. — Money is not borrowed for the marketing of crops. 

Co*o|)erative societies do not assist in tho marketing of crops. They should, but 
the lack of interest among tbe people has hindered such assistance. 

Question 3. — The only agency employed in the case of marketing cTOf>s is the local 
. moneylender (6arnVi). He juircha from the cultivator at two annas per rupee higher af« a 
rule. This margin varies according to the nature of the crop. 

Hon'ble Khan Bahadur .Sheurh Makbul Hukaiv. 
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Inciri(*ntHl ohar;>oi arc tli« weigimian » wages and BOinetimc^j ' Chaudhrana," 

Que/t(ton 1. — The cultivator storea hin grain in earthen kothras with bhuxa. Thi» 
practice h Kah.H factory, (trum is wiorcd in luarkieh in jzunnv h;igi» generalU. 

Quemtion 7. — I know <>f no in?»ian<es where cultivator- tomhinc together to market 
particular crofM, The practice is vt-ry difticuh »vving to lack of intelligent 

combination. 

I'lirt E.- JAind niortfjafje b/inkM 

Qne)ition 1. — Loan.-i ar ^ olitaimibie by both landlords and ti nani'*, but at unduly liigli 
rat OH of intercHt. 

Question ‘2.-- Land security generally rc<juired for long jK-ruxl lo:in«, but the special 
difUiciilty of !ong-f>eriod borrovM-rr* is the dearth of S4>ur<s s. 

Quffitum 3. — i^on ;iariJ» rubility in tl.o ca^c of jcnants acts as an inijK‘dimeiit t** 
term credit. 

Question 4. — Occuj^anev ngli! doi-^ not serve ub an siauntv for long-term er lit. 
Security uonld increa*ic if traiiHfrrable nglilM arc given, l.»ut I would not advixate 
The belter the aecurity the larger the delits in the ease of cultivators who are, aa a rule, 
improvident 

Question b. — The establishment of lattd mortgage bank*-; would rertainlv go a long 
way in Rolving the pridilem of long term .idvanceK. 

Question (j. — Tli re should lie two .sueh banks vvbicb Kbould co «i[>erale wilb cacb other. 

'IMiev shonld liave share capital of tin ir ciwn as well ns a government giiiirantee- 
" The nhare iiijiiiul should be available to the public, and if it ns not taken ui> by 
(he |nil)li(', (rovenimcnl should umlcrt'kc the obligation of Miliscribing tin* balance. 

'Idu> maximum perntd of the loans advaiu*ed b\ a land mortgage bank sboidd he 
40 yeaiH and the margin b<i\veon tbc amount of loans and ihe value of mortgage two 
thirda of the market value. 

Land mortgage banks .sliould oi>uim working capii.ii from deposits and debentures. 
The latter nhoiiid earry a government guaranW’e both for principal and inter, st. If 
(hey wri' not takrm uji bs tlej pubbe witbin a tertam tinu', (ioViTimient sbould take u]> 
the balanee. f>ebfTil urc- sliotilii rant; a.s tnistt-e seeurilies. 

If (lovermnen! mulei lakes an\ f’sn.tiH i.'iI obligations, n should eoniro] tin* a l 
rniniMt rai ion. 

TiJind mortgage b inks Hlionld be given as many eoucessjon.s its practiealde - tin 
pame as co-operative' seH-iotii's. These banks .should only be |irovineial coiuerns. 

Qinstion 7. — The value of land should be eaieuiated on net profits. 

Such value ditTt*rs aceording to the soil and situation in relation to the village site 
and means of iiTigation. 

rrues soumtimeH differ on eompulsory sab's .and sales by private negotiations. 
Ftvrcod sales lead buyers i>' exfiecl that many bid<lers may not C(*mc forward* 


Part F. — ro- opr rut ion. 

Question 1. “The relations between the co-operative banks and other liankfi are very 
few, and there is no, ho far us T know, any eompeliiion between coo|)erat ive banks and 
joint-stock banks. 

Question '2 . — Tn rbi.s district there are no special difficult ie.s, but in some others 
there are. These have, however, not jirovcd insufferable, so far as I believe. 

Question 3. — 73ie amount of capital available for financing the iM)-ofH?rative move* 
nicnt IS more than sutfieient in this district. Tlie local bank lias idle balances. 

Question 4.— I do not tbink that financial eonoessions have any considerable effect on 
the growth of the co operative inovenient, but they are helpful m the adniinistration of the 
lucjvemen* ; but if such action is possible, it is desirable 

5 — Personally I do not think there is any real need for a provincial eo- 
operative liank at present ; but I have besen out of toiu li vvitli tlie administration of the 
movement for some considerable time. 

Hon’blu Khan Bah.vdur Suf-ikh M\Ksrn Hisain. 



Part J. — Internal rrmittanre ami negotiahJe imtrum^tnU. 

QtteHion 1. — Hundiat are largely uned for obtaining cash when and where it it 
wanted. 1 do nr»i thnik there are any dffe<'ts in the present ftyslem. 

(Question 'I. — Hundi4t are largely used in the internal tnuie of she provuu>f}* 

p«e#frori 3. — Supply bilk are litile for internal renuttaiuvH. 1 am told ihat» 

officials KH>k ujx>n this work aa begar and the appheants are put to ineonveninu'e. If some 
coiu^Hion IS ailuvvtHl the system may he eneouragiHl . 

Quexfton 4.— There is no tne.iijs of extending the use of hills of exchange. The duty 
is already small 

Question 7. — During the pPHt^s of markeiing mouey is horrow^xl on railway receipt!, 
and no difficulty ig exjierienccd ui using such insinnneuis in tins manner. 


Hom'blb Khan Bahadur Sheikh Makbul Husain. 
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Mr. R. C. A. S. HOBART, I.C.S., Collector, Shahjahaapar. 

RcpilM to the qnesttoniiaiM. 

I. — AoBICULTUHAL CRFIHT .\M> CRKI>1T I’At IL'TllsS, 

Part A .—Agricultural horrou ing for puffx}«iei of production. 

QueHion 1. — In thi» district the a^TieuIturistH generally herrow money from money, 
lenders, from landlords and from i:o-<*|>erjjitive credit NX'ieticK where they exist. But the 
borrowing ih not limited to money. llic largest debts of agncult unnis are of sec*d, which 
is borrowed (min landlord.s and bigger tenants. 

The 'agriciilturistH b(irrt»w for all the purposcH mentioned in the qucbtionnaire. 

The greatest amount of debt is for seed, and wc shouid say it is sixteen annaB. 
JDebts taken for the juiriMmes of repayment of earlier debts and payineni of accumulated 
interest will C4»ni<* to ie.sK than one pie in the rupee an coniparc'rd to seed d(‘bts. Delits for 
niarriages would come to about eight times the loan of seed for a year; but these debts 
are taken miially only by th<' .mnall landlord cIuhs. Tenants seldom borrow' for luar- 
riagcH, He spendH wbat he has in the.se ceremonies and later borrows for oilier nee<l.s. 
Jn famine and other kinds of distress tin* amount of debt is tbrec fijurtbs of the status 
«»f the agriculturist for the year, or four time.s the debt for .seed in an average year. Debts 
for payment of larul rcvcnuti and rent may be said U) br* two annas as compared to 
Heed when (^•ciiHion nris«*K, but this is not general. Any debts for the pnrioHi* of manure, 
expenses of cultivation and agricultural irnplcrnents are nominal and may be neglex'livl 
when taking a<*couiit of dt*btH ho far as this distriit is rruH'criurd. Borrowing for litiga- 
tion, where indulged in, may be fuit at two pice as coni[>a’cd with tlu* debt tor seed; 
but such loans are not coniiiuui and are mostly confined to tlu y.timtndiir classes. Debts 
for purchase of cat lie for plough and (»thcr c.altlc may be ]>la(*cd four annas as cotnpared 
to tho Heed debts of a whole village. Debts for Finking of wells would come to ono 
anna aa compared wiih debt for riumI. For l>uilding d taiiks and other agricultural im- 
provernentfi debts arc «o rardy incurred that tle v may he said to be rnl, Debts taken for 

subsistence would come to (Jiie-sixteentb wbere lh< y arc ^aken at all ns compared to 

debt for se<d. 

Of the total given out as debt, landlords and big Icnaots iendirig seed command 
twelve annas; other rnonoylendcrs, two annas; Government (on an a\orago of ten years) 
one anna; co-operative banks, one anna. 

Of the debts those meant for seed and mn ini etui nee nr»‘ brirrow ed in grain and 
represent fourteen annas in the rupee out <d the whole. Debts for oth« r purposes are in- 

curred in cash and come to ahout Ivvo annas in the rupee. 

The debt for seed and maintoruince is generallv for sliort periods, and that for other 
purpoHCB generally f<‘r long jieriods. 

Question *2. — Tho interest rhargc’d for cash advances ranges frr.tn 25 to 37J per 

cent. For loans in kind for se^nl the interest is 50 per icnt., non.malkv in kind. It comes 

to about tho Rarno as the interest for eash advances, considering tlie ]uices obtaining at 
the timo of giving the loan and at tho time of its return, (train is generally dearer at the 

time when loan ih taken and cheaper when it is returned at harvest. Tf the loan in 

kind i« for half tlie year only, i.c., for one fast, the intenst .sornctimes charged is only 

25 per cent, in kind. For other loans in kind there is no griienil standard, but the 

mterost charged comcR to about what is paid above. 

The interest charged is supposed to be simple and is cab ul a ted by the month for 

largo amountfl ; but small amounts are advanced in multiples of Ks. 10. and for each 

Kb. 10 the borrow<T baa to pay Ks. 12 in a year, one rupee in every month, the first 
instalment being paid immediately on taking the loan, so that the man gets actually 
Bs, 9 only for which he has to pay Bs. 19 in the year. 

In my opinion these rates of interest are exorbitant. 

Other incidental charges to the grant of the loans are in Bomo in.stances nin mission, 
which is mostly confined to big loans; and in the case c.f Bmall debts, a certain charge, 
which may be called a fine, w^hich i» levied in default of payment of an inetalment at 
the fixed time. Yet another incident to debts is the deduction beforehand of the in- 
terest for the first month, 

Mr. B. C. a. 8. Hobart. 
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QuestH'»n — Ortiiiianiy no btvuni) is given in ibe caiic ol U»m)\ving for agricui' 

ttirai pur|x>acs. That is one reaftou for the high rate of interost. 

It 18 corrt>ci to »ay that the better the title to land the greater the amount of 
indehUMlncse ; but the quealitui ii»<»kb at it from a wrong angle of vi»ion. The need for 
money is equal in ait the ciasneii ; but t\s the (emints at-will can olfer no 8t*c.urit) , he can- 
not get loans to the same extent an others; and when ho gets them Uie interest is very 
high. The oci'upaiu'V tenant gets it couiparatively more easily; »t»U more easily d<H>« the 
landlord get it. 

The compurative extent of the indehUMlncss of the various clusacs of landlords 
and tenants is as under : 

Hi. Iti. Pur coot. 

Landlord! paying land revenue from .. 500 to 1,000 U) 

Ditto ditto over 1,000 to 8,000 20 

Ditoo ditto above .. 8,0>0 •. 60 

Tenant! paying rent! ranging up to Ka. a year .« . . 50 

Ditto ditto from above .. 50 to 100 2# 

Ditto ditto above .. 100 .. 5 

llic amotiiit of delit N»vi,rf^l on land iin-ngage is inereusing. It is twn-e as much 
tts It sa\. t'uentN y< nrs ago, and (wj- o as luueh as the imsevuriHl del>t, or doht 

titherwi?<e so far as the number of debts is eoneenuHl, 

ro/i 1. ' I’ayinent of debts fi<'iii iigneult nnslrt is KomettmeH enforced by 

pi>«lmg a muri at tbe harvest inue n> s<h* (hat the harvested croj> is not nino\(Ml bebiro 
]>aymerit of liiO debt. If not, [eiyment is enforced tlirough courts. 

dll most of the easts < f grain dibts, the questum *»f diiTeienee between (he rate at 
vliieh it is burrewsl or f>aul (with ref«renee to tlie prevailing market priced does not 

iiriHe, for whati ver is paid in kmd is taken haek in kind wiili an addition of 25 or fd) 

per cent., as the < .i<e luay b»\ us already statecl. Put an oceahional grain lender lerida 

out grain aiul eonnis it« i-bfaiiniig price as (lie ftinounf of loan, and at the time of 

repaMueiit t<f debts takes tbe grain for the value h<» counted p/us 50 jw-r cent, at a privi- 
leged rate, This privileged rate is nliglitly more tinin wluit the grain would feleh 

ill tbe (>]>en nuirket. 'I’be l ultivator is u^uilly in a fuisition to Hweertain tin' prevailing 
rate, for small markets fir” spreiul o^er the whole diniriet. He known the high handiiMi' 
nei»8, but u< bel[))css. Sic h gram lenders are, letwa ver, very few and revert, in this 

mcitbod oiilv c< casiciially , when o .vmg to famine or distress there \h a paiuoiv of 1- ndera 
on the u'uai tcrins. 

Qu h. Tie cultivat*,!. where he ran get it, takt's fuM advantage of tlie 

facilities provided b> ifu* Agricub urics Tyoani^ Art and to a very limited extent of the 
Land Irnjoovf menl Art. Hr* freely |j«>rn.WH fio/ari for «eed and eatlle and now arid then 
for agricuilnral implements and for building wells, but the arnoinit available for theftrt 
purjKfses is always limited. 

In abnorinai years n eultiv.iior borro^vs three times as imu h a» he would in a 
normal year, but the nun, her of tiorrowers inereamH in abnormal yenfi hi aboot ten Iiukh 
of those in ordin:iry yeurs. 

The difficulties in the present system of toqart are ns hdlows. Much time i« apent in 
finding out the /oi/oi/uf of the h-nani, wbi*di nteaiH that very often he get« the money 
late, or later than he would gel from the village moneylender. Somclimea the monev allotted 
to a diatriet in not suthcient. and further allotmentH are reeeivf*d too late h. Iw* of u«e 
to th« tenant who wantH the iaqavi. lioauH are generally distributed at big ccntr«sa 
which offer alhircnemts to tenants, who aficnd away part of the money in purpi>«e» not 
intended by the taqan loan. In any case a teuisnf has to ftpend more money in coming t4J 
these cetitTCfi and staying there for receiving tnqari, Colleidiomi arc? made sometimes at 
ineonvenient tinieiii. and f>6r8orial ronveniencci^ are frruri ilie very nature of the collectiona 
not taken into ^^onBideration in olkucling taqati dtdd.s. Dcfijute effort it cannot Ixi aaid 
that unlawful gratificationn and to pattrari*^ etr., in taqai^i hvanH have been alUo- 

gather eliminateyl. 

Of the ftuggewtions made for improvement a to me are that haUiijnt alafemenf! of 
all tenant! b© preparod annually and amminta for payment of taqnvi loans imdi-r Act 
XH be drawn on the lines of provincial charg<«« I am not tiwre that they* arc very 
|Maetical suggestions; still I have put them down for what they are worth 

Mr, R, C. a. S. Hobart. 
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Question 6. — Cultivulorii iu this districl do not combine together to produce any 
particular crop. It in certainly desirable, but it is very difficult io introduce measures for 
it on account of the coriHervative nature of the farmers. 

Question 7. — The cliief defcx!t in the present systern of agricultural borrowing is 
that the lx)rrower holds nothing from whidi he can prove the amount of liis debt, or the 
amount that he may have* paid out of it. Also ^he fact that llu; halii which these loans 
are given is taken as evidence of the contents without being 8up|H>rted hy u voucher. The 
only rermxly that I can suggest is a change of law so far as indigenous bankers arc con- 
aidenxl, laying d<»\vn that no debts or payments shall [>e genuine unless they are sup- 
poited by vouchers Ixitli on the credit and debit side. 

Part B. — Agricultural borroirtng for purposes of ruurhctiug. 

Question 1. — Tin- fuincipal crf>p« of the district are bnjugbl to market in carls by 
tugger cuitivators directly and in bundles by smaller ones, b'rom the smaller cultivators 
the crop is also Kometimes bought on the spot by the mahojafi who brings it from llie 
villages to the market. Mv market I mean the grain markets ami n«»t the village Miarkeis 
where a Hinall <‘ullivut4>r KoimMinies sell.s liis crop. 

The crop that is used for dome.stie purfxjses hy the tenants is not bn)Ugbt to the 
market at all. Only such portions as are meant to be sold a\\ay are brought to the 

inarket, in which ease the methods are as above. 

Question '2 . — 'Die marketing of erops is tinaneod juimarily by tlie indigetions baiik!.^r 
wlio htW hirt own money and is also }iel[nsi by banks. 1I»‘ tinanees the grain inereiiatit 
or the arhatia and local exp<irting linns, who in their turn pay the person wlio brings 
the <Top to the market. The indigenous banker charges an interest wliieh is do per 

cent, over and alK»ve tlie bank rate at whieb be gets money or Winild get inonev. These 
• re the lowest terms on whi<'h he ndvaiiers money to the ar/mtniv. I’he arhatHis generally 
work on the eommission system, h'xporting firm.s do not advance any money to the 
iirhatias in this distriit, ho far as is known. 

There an* Honu* cooperative soeuuies in this district. Tliev do not assist in the 
marketing of crops eitlier hv lending numey or otherwise. In inv opinion they cannot I eip 
in tliat line at pn’sent, as they have not yet been nhle to devebtp then j>resent fimciionw 
fully; and it will be long l>ef<»re they can take up further work. 

Qa«j9tfon h. — The cultivator pays nothing in inuik<*ting his crop to tlie hnal money- 
lender (banui). To the eommission agent {arhatia) he jmys eight annas frt*r cart for 
the goods Hold and a cpiarter sot r corn for each three maunds of the carts brought ; but 
if the cart has twenty luaumlH he has to pay two seers of it. The etmiinission agent 
charges eight annas per cent, from the ptircha.ser. The l>roker {dalal) is not supfvoHed to 

get anything from the cultivator. Me is supf>osed (<» get four annas per lenl. from the 

commission ago’nt. The wholesale grain nuTchant (heopuri) d<K\s not purchase anything 
directly froi>i the (ultivalor. These charges vary with certain crops. 

The otlier main incidental el.arge.s are tahhazari charges, <im' seer per cart for the 
kahar, certain huiuh for Rain T.ila atid dharamsalo institutions. and ct^rtain 
illegal charges nl«o. 1 may nientii>n that the person selling df»e8 not pay 
weighing dues in tliis district which he does in certain other districts. Here they are 
paid by the piirehasiT. 

Question 1.- The cultivator stores his grain in khaffis and Aof/i«.v, lining them with 

hhusa to prevent damage. This is not as gmxl a B\stem ns it miglit he, but possible 
impnn-ement would Iw? costly for the kind of tenant that one finds in this district. 

In the marki't the grain is stored in bags or stiK'kwl m khattis in heaps. The 
walla as xvell as bottom and lop of tlie khntfix are lined witli hhusa. It i.s supposed that 
it gets spoiled when stored in bags, so it is generally stored in bulk, protected with 
b/iN.«a or straw on all sides, 

Question fi. — Twenty per cent, of the grain marketed, or 75 per cent, of that stored 
in khottis, kothns, bank giKlowns, etc., is used as security for obtaining credit. Speak- 
ing very roughly, 50 jx^r cent, of the grain brought to the market is exported, 25 per 
cent, of it is sold loc^ally and 25 i>er cent, is so stocked. Out of the 25 per cent. »0 
Bl(X‘kcd. RO per cent, is used as security for obtaining credit, which cornea to 20 per 
cent, of the crop marketed. 

Mb. R. C, a. S. Hob.\kt.. 
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Qu€5fiori (i. — TIti' licensed \\ ari houses >r\s(ein about wbuh & nuie baa been »pi>emK'd 
to the queatzonnaire could l>e worked onlv in lug exporung ccnliea. So far aa tliia 
district in ortnrenuHl it will nt>t work for decades yet to come. 

Sugger«Sions for inircxhicuig the tiVtsfem of lucnstHi waieboiisea may be tlirown 

out by oriicers in their public utterances. lb^vorn^K’ll^ may a*-si>t when there iw a fairly 

gv/'txi demand^ otherwi^te not- 

Queniion 7. — In tins district culiivauis d<t not comlune together tv« market any 
particular crop. Such a coiubmaiitui though desirablf' i>s iitU |»ossiblc in tins district. 

(^^ac'tion V*'. — In tiie j^ysicrn t f wcigiuucnt oiuammg in tins district, the agriculturist 

dex'S not suffer. riic ordinary purebaser sometimes suffers owing to dnslioucsty on the 

pHrt of tin* weigbuuiii. *rhc pic'-tin law is suffic'enl io mcci such disbojicst jiraclieea. 

— l'l\p rt mg tirms in tb s disiiict an never guiilv <«f sjHculative dcilingH 
in agru'iiltiirid |ir<»tiucc. 'bbe cMcni of their conto I . %-er the prices in tins district la 
just wbaf it may is* m anv oiImt districts, wbtcb »s aiuavs wub nfcrcnic to the quantity 
required (<• U r\|M»rted as compared to the- \ tcid of the yc;ir of a purtieular crop, "bha 
*ulT3vat(u's profit is eonsiqm-nt iv not jiif»(!id. and no mcasuits are necessary for hi« jiro- 
n‘ction 


f . — I ti uf and nrjttrt o/ uiirn H'httal md# bfctfiirw . 

on-.-ri ! -If ir p>ssihlc In imiio'-M cstunuii’s (.f evisi ng mdebtisiucss of a parli- 

< : nr 'sell l%m ni; estiiic l or o\aiiij»le, t!i»rc is otic cfsiatc valutMl at IN. ‘21 lakhs with 

a d:'bt aioounttng to lo- *' iakbs or so. Itut tstiiiiiitvs <»f ibe imb'btednesa of tlu* agrn 

^"'■turrtl ♦bissrs !ii :.:ei!Mal is iioi p<!,ssiblc. 

In sUv '.1 estimates n would be ptjssii.jo t,» disljueuj»,b between uiiu.unts of debt 
sc uifd oil !aml moitgigc f various kinds, o/j ngisUr<d and d>) unreg jsterc<j , ami tlie 
aioovint of d(‘bts Kictirred ag on**! any oiber assets such as bouses, ornnmeiitK, crop«, etc. 
'l ots could be (foru' by (•btHUiing ligurcs oj registiTed deeds from the ngistration office 
ei:d •Kluoatos of nm-egjstored ilebts from /sifi/uriv s,, fai as ihev relate to inortgAgi^# 

of boldin« s. The baiaiiiu' of the f siimau* of the tola! debt ».\ill give the amount <vf debt 

against otber assets. 

2. “-"bbe prinerpn! erodnor.* of rbc aer.culuf ri sts aiu' gram lemler«; m(*xt 
Colli,, juob* "oonal moiicv letiders . ami grain dealers, uid gcDous leenKcrs, (lovernmcnt and 
< o ojMU.it iv I' sij,»-ict •■' s range afier ibern. 

Alinomt !h<‘ vvliole e.f the lM,rro\viiig r»f gram is from the riclur iigriculturiHda, includ* 
4iii|g the Ztjnnndar ela .Hes bo lend ouf to jK.or» r agru uitunais 'i‘wo. tbirda rd th0 
pram I n! out is advaie/<d i»\ ibe i bt r tenant apneult unala and raic third by thr- 
uuuiojdur < hiss. 

3. — As a result of the enfoned p.ayimuil of dibf. l.and and the rigbfa 

in bind an* passing m marked degree from ibe pvo-Mu.^j 4 .n ,,f |>ropb who are efbeient f.irmCrH 
info the bands of er*ddors wiio arc mit tbemselves efiieient farnur'-. Ibit tbiH not cau«« 

the , ulticator to pr^xluec less nr to prisliire less onu iently. 

Quid uni r>. — 'i'be s|>e( iiil eauscs f<*r tb* indebtedness of the iamlb>rd ela«fH<^*i are (1 < 
want td friiiimig m business, <2j living up m ibeir mitire im uiih without regard for 

af>pcial nctMls atui ican vears, <;jji the cnvip.iiin -nl in vvlm b tliy arc luouglit up muk<’H 
tliem regiiidlefts to these . 

7'bc jKTcenfage of tlu- varc'uw claH^^rs of ^utmntdarf' indebteflness js give/' in the reply 
to fjucstion no. .'t of f’art A, and ibi extent (»f indebtedneKs vari* a from 10 per rent, 
to 60 fHir cent of ihe value <f the estate exclusive of uiterest. Most of tbi« debt 
ix owed to ’he imligcm us hunkers. 

Que^tton 6— The land ow hint' clasnes bnv* m pay a K|,eci.il ebarge of IN. 1 per 

cent, known batiau an for the nmount of tfie loan, mp. , they get 1 per 

o nt. less than the amount * overed hy the Uuid or dee<), as flie <*aae rnay he. They 

li^ve ^<?meriiiu*s to jtay p l.r«-k'‘age al-o v hub may come ujt to u ywr cent 

rAliT Vt.—Credif fiii'iht :cf( m rex/zccf r,f afjricultuful pradinhon. and mnThet.in(f. 

Question 1. — The res|x*<:tive parta pJayed by vorioufe credit ageneiea in r^mp^ct 

of emp prexi I ifd ion are a** foilowo: — * 

Government dixtrihutes fafjari fend giveg «oinetinics s<.<^*d on credit. 

Mb. R, C. a B. Hobart 
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Cm o|>i']fitive badkti pUy an iiji{>Mrtaiit part in re»|K*ct of crop production, ina^^miich 
Uicy advance ioana to the agriculturi^iU. 

The indigenoua hankern and grain iticrcbauts advance money to the agri- 
culturiwU against the- Becurity of the Kugarcane crop, to bamas who aometitiiea 
purchase on th«‘ S{x>t or elne in the market, aiid to arhnlias who buy in 
the local big markclH and hcH to cxportcrB. i/rofesHiona! moneylenders also play an ini' 
portanl part in financing tin' agriculturiKts in re«pi*ct of crop pnxluction. In pnifesBionai 
moneylender^ aro included the Kiiti dihtnbutorH of Mi^radabad, Ihjnor, Mwrut and other 
dislriclH who vihit this jilace, and the village moneylenders also. Tin* lust-named advance 
both cash anrl grain. Com|>anies and organisationH trading in fertilisers do not e\t«t 
in this district. Sometimes impioments uhimI in connexion with agriculture, such as sugar- 
cane presses, are given on credit on fixed annual rent. 

7’hc 4*xi8ting cnxlit facilities are luit adequate so far as the agrieultunst is con- 
cerned. They can l>e increased hy the expansion of co-operati\e banking and the 
eHtahlishmenl of land mortgage hanks. 

The defects in the existing system of agrirnltural credit are that it is costly and i.s 
nnsysiematicaily workf^l. These defects can be removed if village hanks are eslaldished 
on n large scale. 

Quei^tioti ‘J. — Marketing of cifips i-; chiefiy heljM‘d by gruiri merchants who either 
bring tlie commodity from the village to the mtnuli (lucal), or are the immediate purchasers 
of tlie crop HO hnnight hy the bigger tenant. They get the Hujiply of money from the 
indigenous hankers who in turn are finaneed by tlie joint-stock hunks and the Imperial 
Bank. Komeiinu's the agriculturist brings it unaided to the market. The commissioii 
agent or arhntia exports to distributing conires and the wholesale grain merchant to 
ex|>orting ports. 

The existing credit facilities ure not adcrjimic ; money should he made cheaji hy the 
bankH. The chief (“aiiHc is the* high inleresf rate which makes money -l,K»ri owing hard. 
Bpecial bankH for the purjiose, a hltle superior to iluise in the Punjab, are needed, but 
the limit of interest cliargeahle must he fixed. 

Question M. — If there is any co-<irdination among the various agencies it i3 

between thi' indigenous hankers an<l the gram iricrchaiils and in iu> olhcr.s, so far hh this 
district is coiicorncit. If can he improved between others if credit is extended. 

Question 1. — (’redit facilities in the matter of internal trade are (ornparatively easily 
iiviiilahle and at a favonrahlo rale, — rapidity of turnover is }K)ssjhle in the ca.se of 
internal trade. In the matter of overs<*as trade credit facilities can he had at a very 
high charge with very little volume of hiisiiieHs transacted. Tlie reply is limited to cir- 
ciimstunces obtaining in the dmtnct. 

Questutn 5, - It is |>osHihh' tt> f«-rin an estimate of tlu' total auiount of capital required 
for tigrieuUurni finances generally. I sluaihl put it at oO lakhs foi tlii.*, district. 

Such an estimufe cun he caleiilated by .idding up applications tor loans refused 
hy the variou.s agenciis used in tin* finance of agriculture. It will recpiirc a detailed 
enquiry to he aecurate, hut .speaking oil liand ] should provide it to one thousand 
eo-operfttive six'ieties with a capital of Ks. r»,(X)0 each. 

Part E. — Tjund mort(ji(i(j>? hauls. 

Question 1.— T.oans for long period.*; are fairly easily obtainable by landlords in 
this district, Imt about lo per cent, only of the applicants of the tenant class can obtain 
long -period loans. 

Question ‘i. — Long-{>criixl advances are avaihihle to landlords on the security <f 
mortgage of their immovable profierty, and to tenants <ni mortgage of their occupancy 
rights plus their personal erridit. 

The chief diflieultieH <»f the long-period liorrowers are (1) speeialfy excessive rates 
of interest with six monthly or yearly rests, ('2) on default the amount of interest is 
included in the princifial. Thus these loans are not ea.sily payable. (3). Tliey also have 
to pay a certain amount as commission before getting the money; this means that they 
get so much less. 

Question 3 — The non-tranafernhility of the tenancy rights is an impediment to 
long-to/m credit of the tenant. The rate of interest is* enhanced in his case in view 
of the risk one has to take in making an advance to him. 

Mr. R. r. A. S. Horart 
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Question 4 — The rijjht «loe* not 8ei vo as » «vihun n‘ r*r lots^ tenu 

credit though it carries tiome vmlJt» partuulariv in shori form iikans. I much rather 

leave the law where it la. 

Question ;j. — The estabiislunciit td iaiui inoriguj^o v\i{l Urgol\ vn solving 

tile protileiu of long-term advance** in titi^s pi-»>vmcc. 

h — There should l>e two mcnigago hanks, one to dc;il e sili the { irmet;' nnd 
email landowner^, ami the (tthcr uiiii Ing hnultov iiijrs. 

There should lu' in* conm xurn oi the uturking aitangementri In tween ihe lwc>* »h 
in that case interest m oiu' would lesull in neglect of the mt<*resi.s of the other. 

The land mortgage hanks slnniUl have share capital of their own; (he capital whiolv 
each bank is required to keep Ixforo eoimneneing buHiness rqH'nition. should be tixe<i at 
the probable ri^quircnnmts of the provimv. I'bis ligure slujiiid be dwitied in Hliares open 
to subscription to any person, ior|«»ratiou i>r estate . 

The (biveinineni slmuld undertake to snbscrilx* tin' bdanec if (In* ^liure I'apital 
is not taken up by (he public, und in any cii-t* should fi\ the maximum perivnttigu 
of profits to be derivetl fri>m n. 

Suvrh banks sh(>nld be uianagfsl by .-cs\ «li» ectors. 'I'lie rigitts and v«»ic .. f llie shat’ti- 
holders should t>e iii.‘ s noe as tii.u of :* hnottsl em.ct rn. 

Tlie inavimum <>f long-fcrm h-ans Nhoiiid !»«' fixoil at ‘2.’> vtuirs, hut 

the maximum amount of i‘»an sluml 1 nt.; » veced r> tsme-i slu' estim oed ntumal 

not income of the property, after deubicting the land iivenue of tlie samiv 

Tin* iiiiid moitgiigfr hanks should ohiam wa»rkmg raji t >1 l»y iVuiiinf; hcuid^ In the 

market against tie- hisvirity of tlie mortgages ol*taine«l hy them in theu favour. 'rh»»y 

should tthu obtain it from de(s>sils and dei>«u»lureM guatiintred by vioviunmeni 

It woul I be n(^'e^.sH^v tliat di'bmtures should eurrv a goverrmu nt gMaruidee, 

This will brmo rm-mv at less mter«*st. althoug}i if (In'* were nut done tbe assets re* 

presenttHl by mortgtts4es held by thr* bank *duiu!d >erve as sutVu.'ient guoranti'e for the 
pr'tu'ipal jiml interest. 

The (lovernmen* should take up tJ,e b.-laucc, if lb** delxiituns are not (aktui u|i 

by the pub’ic within a pr<‘hcr:hed time. 

The dehiMitures should rank as trusieo s»‘f urities. 

Idle mortgage.s la id by the hnrik ran l>e handed . \cr to fl>e ( lov^ riumu t in In tt 

of it-s financial ohligalion;, aiul m this wav < iovernmcri! can l>c safeguardeil agiiiiiHt loss. 

7k’ assist the land mortgage hanks, cert ific.ije « f*f cneomlo anci « shotdd i>e ismiod l»y 
the rcgistrali«ui oilice a* a nomimil i I'urge. 7'here idould he a nsluf tion (d mainp «luty, 
rtigialration charges, and c<.ii?t fees. l‘rop:s«al nnuiengcs uKould be notifu-d (bough «urb 
iiotificati ns wdl b#' disiik;e<{ Ijv tin- loan taking |»ublii 7^hc pr<x‘css <d fmcx lojoire and 

f?ale in the eviuil of nonq.aynuutf shnsdd be ‘'implifod, and tlie banks slaaild be vested 
W'ith pi,iwrr ti) manage d funltuig est .iti *. th‘- ( bc> < rjoo* nt rc^'crsin|.: pghtw of supervision 
and intcrvint son. 

The provim ia] laml moregagi'* luinkfl should be co ordinated mider an all India central 
in.stitiilioii . In "he fust place a Lf.ans Act should Im' passed by tlic tiovcrnmrnt. 77u' 

Act ahonld provide for a Toan Hoard uVneh should )iav»- jxiwcr of general Kiipen iHion. 77»e 
l>oard fthoutd organise land mortgage hanks. It should ronsisi ut the finance mendier 
(f,r officio) and four other memhers -piKunted hv tic- fiovernor ricncial in Council. 

QuBAtion 7 -77ie value: of land < an he eHtiinated hv Jokinfr the average of llu* net 

annual income nf the property for tlircc Tears, aft^r dedm ling land reveniu* an I other 

cliargeis. and by mult ijdying such ttvenigc hy Ifu 

Tn this duitriet the value f»f land per ai re diff* rs areording to tin* eropx grown 
on it, which in Uini depends on the situuMon and das’! of the land. The value aUo Ivarft 
a relation to the rent obtainable. 

There great difference in the pjiecjt obtained hv nafe of Und in variona 
ways : — 

(i> In salea due to non-payment of revenue, the ! Mid i« ftU*‘tioncd usually »t a 
comparathrely low price. 

fii) In a sale on a cc.urt deiTee (ho purchaser is usually I>ound to bid for an 
amoan.! not less than the eatimatcfl valoe prepjjred bv the revenue staff of the Govern ■ 
ment. T'liia means more money, but the estimate is prepari*d on a fixed principle which 
ia ftometimea much lower tlian the market value wtuild deserve. 

1iSjB» B. C. A. 8. Hobart. 
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(iii) In private negotiation the iand fetvhes ju real market value, hti‘au6e the 
vendor exertH lnnj»elf to Itie full. 

Under nonnal tondit ion>i tiie market vaiiie ij+ murly 2'2 inncs ihc annual yield ct 
average f]Uiility land, leH-i hind revenue and other eliarges. 

Part /*'. — Co ofjeration. 

Queition ] 'i’he ndiiuon uhieli exists between eo-f>|H:‘r.ili\ e hankij and the luiperial 
Bank of India and tlx* joint f*it«;k hank-s ih that the latter aet a*? hanker‘d to the co-operative 
banka on the Hystein <jf casli credit- Co-operative banks keep their surjdus funds with 
them in the fdiujie Jif eiirrent account and withdraw v\hen tn need ()f them. There 
is no relation with indigenous hanks. 

'Fhere is nr» ( ompeiil x.n in this district between the (o-ojxTative haok.N and the 
joint stfxk liankH as tlie heldH of iictiviiy of the two dilTcr. ( ((-operative banks confine 
their invcHtments to rui.il antis, wlolc the joint -sioek hnnkH deal chicllv m urban ones. 

QiiWtiums 2 (iiul h. — The t*<iopcrat i\ c s(K jciics iX[M*rlcnce dithciilty in raising long- 
term capital hut not sliort-terin capital. 'I’Ik* amount of capitai availahle for financing the 
coojMTativc tii(»vt‘meut in this district is by no means sutlicjent. Fifty lakhs are reejuired 
lor this district alone, 'riiis will ine.ui socieies with a (iipitnl (»f It'-. e.tUiO ea^li. 

'.riie' amount can he raisisl t>v tlie issix* «»1 ^llnrcs /tr by dei^ent nrc> guaranteed I'V (♦(.vc'ii* 
me lit. 

Qucstton I. it 1 -. posMtilc to stinnilalc lie* gniWth (;f the (< opirativc ne o ('jiient by 

finnncial concessions, such an rxciuplion from iietdin’- tux. uhich wi!! incrcar'C tlie margin 
of Havings, and the iie lusion of dchcntuii-s m the li'^t (f trust(H* securities winch >\ill 
help considerahly m raising tie* amount rc<pnrcd for financing ihe tnovcmein. Thi.s or 
tioine six’ll action is licKnahit*. 

Qttestiatt f). — 'hlic esiahlishnu’iit of a pr<>vnuuil < k r>jkeiai i\ c batik I t tin* best 

means of stimulating (lie < it-operal ivt* movement m the jiro\ inee. 

I*(irt ( 1 . — Sttiiill itifhist n( >> iilhni /o tujf icnii u t r . 

Question J — Cxr-making. sugar refining, t(»bii<co grow mg . \ gel abb -grow ing and 

fruit growing are industries whieb aix* subsidiary to jigiiculture in ibi» (list net. 

Question 2. 'riieir condition, on the wlede. is satisfaiUtry . Improvement m t((bae*'o 
is {Mmsible by tca<!nng (be gnivvers and others the ways of its Tnaiiufaetun*. and in fruit- 
growing l>v teaching i1u*im bow l<» preserve tlie fruit and where to s<aid lliein. When these 
mat tern have been sutficietit ly liandled by the Fducaiion and Induct ru*s <iej>artmoniH the 
cjueHlion of financing will come up. It is idle to mention it \ct us it will depend iipim the 
nature of tlie turn that things take. '^I'lie organisations suggested l>elow may be utilised 
for helping in these iiulustrics also. 

Questnni d.-- -I would suggest .‘-pinning am) weaving on haiullooni.s and soi k-making 
118 industries that (an lie introibioed at onee, and toy-making on German lines, which may 
h(‘ introdix'cd in course e)f lime, to give employment to a farmer diir*ng the olf-season 
when he is not fully on iipied in agrituliiire. Technical cia.sses for liieM* will have to be 
opened and multiplied. 

Cooperative credit societies and otlx*r individuals may be iiitviuraged to stc re bnnd- 
liKuna. spinning wbeels.*and mncbinerv for uiaking liosiery. with ibe ('bjtxl of liiring them 
out on tlie .sniue lines as the sugarcane presses are hired out at pres('nt. The estate 
liank may supply these things at a nomintil jirofit r^r interest to the organisers or 
stk 'eties who in turn could givt' lliem out on hire on ternus securing a profit to the tenants 
who will s|iin or make articles in llieir spare time, 'Die .societies or organising persons 
and f«>di(^8 could sell flu* pnabiced articles bu’ the prcMlucer sharing the profits in a certain 
profiortion. 

Ttir/ H. — Small uihun industries. 

Question 1. — Cottage indtislries in this dustriot are done on a very smail scale and no 
nudiey is needH bw them, but any, if ever requirtaf, is borrowed. 

The artisans get their supply of raw material and irnplenients from tlie local ba/.ar: 
but in such cottage industries as cap making, ete.. tlie material is supplied by the 
wholesale dealer. 

Mk, R. C. a. S. Hohaht. 
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The »x<' di»i>o*e<i of l«y i^ciling id tho !i<ai inarliiit rr by ile!iv<?ry to thtf 

’whoiesak" cKaltr who pays for them and t‘X{K*rtjt them. 

The middleman »«dls these articles hx-ally aiul settles the j>ru< luiwten the aui- 
sutior and the seller. Tlie large dealer buys hmtseJf and suf'plies either litinl dealers 
and (onsmiiers or exp<'rts the comnindity. 

Qufititm 2. — Workt'rs are emjdMvetl tinder ma?*Ter artisans iti eottK ii. rarj't't makriig 
and lcK>no weaving indtistnes, whu h are done in harlhiinax. 

Tbt' iniddleiuan det'ides the price between thf mnsnnuTs ami the fiarhfidtuiJtir in 
such trades as castor oil vend and t!>e bke. In car|M i weaving iliere is no noddhin.oi 
iiere. 

Karklutnoiitus pay to the wo rkers ‘■m nun h (i t so much work <lone-^ fhe work heing 
classed according to the <|ual]fy. and the wagts depending the (pomiiiv of \v<»!k »f 
& certain quality. ApprtTOu-es get iiftlong at the start and v»ny htth' during the |»rogrrss 
<>( learning tfie wurk ; but when they qualify thenoelv«'s tlw'v are p.u*! full wages <n the 
.same Imsis as other workers. 

I'lie lendencv in these industries is for the artisans to drift frv ni In me to aunU 
workshrqis, but the sihild ics are limited, 'riiere is tu' tcndcucv in the »*ppo«ile 
dire»’tioTj. 

Quesitari .'V — Vetsllework. done as » enttae,. .ndnstrv l>v fenniies, hringn vitv little 
r*-li,»rn. It coul*! fcf< h more by tirgaiosat mn, M* n Ion. to over-woi k in i‘M'Uc.r oil fat tnl o w, 
but thev are w< II paid for i!, 

C*'*nsi«leriui^ tbet purdukwdiKervmi: females piav a cojimdi rable part in 
cottage nuho'iires, it is not ea.sy to organise borne workei>», or tr* p»< ?i*ct tiicm ft> m 
cxploitati' ji : bin titc municipality can He mii<l<' to b» Ip llumi bv o}'ci.ii!j' mus' ums 
of sucli Works, with t nol(' of places where they <'an b<‘ hrnl from. ’I’lus idif-uld l*o 
rnnihddo t'- the vi -n- r , jnid a very s-imil! » lung*' n.ndt* for tie niiuntcminer of tlio 
imisiuim from flu' txbibi’i-rs 

Qtifwtiort l.'- ‘rbcri‘ are m. co operaf n •• a-ti an >us i>I!<h ni tins di*fr'ef. t o 
iquuntivo orgfini'-af Jon ■> wrudd renic<ly .-'.seating -nd exph itat ion ; bui ihe diflhnltv in 
<?u«‘h (»rg.nusaf ion is as has been stated above, wlu're an alfenonivo ;-ij;';ostion bus 
alsct hern rrunle. 

‘i. -iiuiusj I fa! liariks would rei vub' a 'l.falde jot'l o j of hnj'roving 
tlie soijil! indmUru'ri done m Aerfr/oina'. . as tb« y w'il deal .til aiu} *'(U:drv atul mr»t 

wirli n limned ^pllere as a r o ftperJiHV'- so- ie!\ ‘,h«! t- . < in th*- i iIm i b.nd, ( oo^n ralive 
haiik:^ would he mor<“ n-wdnl for <'o?i.ig»‘ mdustru v liorame n wdl 1' dftfiouli m thene 
cai-es hr a joint ^.t^sk bank to know whetlnr n smap ns.*;:; ean pav f IT ih l.c; ,.f j,oi. 

doini «toi*k hanks should i-suc l<iaiis to brniK uml urtisiois; Msptus and ro 
operative bankas ?o nuijvfdunl artisans. 

Quf^lKfti tV— Salea assr»einf lonw, de|»oty and emp<.rni 'Aill he r>f >-ome nswiKiaiue 

in .ndvert isiTTg and markt ting art wares. \s ihi*^c i-nijw ria wi'l relatr to »om('l urlnin 

industries the s\jgg,.stion * in inv answer t<* cuet^tion t-o. '■ at - a/- mnv he fried, A 

Very -small eTiarge may be tmule fi>r ein l; '•xinie'. affd iliis will <over ih" c' .st, 

ne<'essurv fftr maintaining flu institutior sugg< ■'teiT therom 

/h/rf ./, Internal remittnu>c umi ne^ffttnihh nixhuwcnt , 

(pwcvfmit 1. — 'bhe fa< ilit,ies available fo the puidi< . i/e lufioig banks and bankers, 
for inleniai remittance ;.re the drafts of th. fijqsri.>r Ilank nn places where n. 

has got its braricbes. ftr fhc issue of hiipply bills on limited fixed c'ldrt^s. 

The faciJiiie.H avadalde are very’ limited in scoq^v and crAtly nn well thev ran 
t>e improved by a free ignue ijf Kupipiy bills on all j laces w iiere tliere i,s ;s goverpment 

treasury or branch of the Imperial Bank. 

Quetiion 2 . — Xegotiahle luh rumenfs plav an imf*oriai)t juirt in tVse iriternal trade 

of the province being instnimenta by winch inorey <an be got at the >qi^i} for 

efTec-ling purchaser. 

QueHion ii . — Plnpplv hills fa<:i]itate internal rcrriittancc in a v^ry limit'd degree; 
their utility can be increased if they are o., all jdace« where there ig a governmeof 
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treasury or a branch of the Iui|X'rial bank, and the distinction in the charges betweeos 
thrjso ixjlow Us. 10,000 and aJx)Ve it rernov*j<l ; the charge should be one anna per cent, 
for all bills of any amount which should not l>e IhjIow Kh. ] ,000. 

Queniion 4. — The use of bills of exchange \vi>uld be extended if duty is reduced 
cm theiii. 

(j^uestion 5. — I uijj in favour of the extension and cheapening and improvement 
of the post oflice agency in handling internul remittances. 

Que/ftion (i. — There are two t lasscs of hundis current in this district ; on demand 
and dntft hundu. Demand hundis are (>ayahle on presentation, while draft hundis 
are payable on the expiry of the period for wliich they are written. 

The Negotiable JnstriimentH Act in its present form bas no provision for the 
period demand hundts can remain current. Bonn-iiim^s they remain in a rotating state 
for a considerable tjine, and as there remain.s ahvay-; flu* risk of llie mone\' being lost 
on the failure <d fhe drawee, the fixation of the period of currency will protect fKTsons 
handling hundts; this can he effV*cied l»y iiiueiidnient of the Negotiable Instninienfs Act. 

Hundis in tlie trade eentn* are held by middlemen, merchants and commission agents 
and also pass freely from hnrul U> hand. 

The hundis of this district are diHcoimted in the district and are also sent outside 
for diHcounting and rediscounting. 

Question 7. — Tt is not possible to borrow money on the security of railway receipts 
or invoites. f)ne <'an hr»rrow' (m the seenrity <»f g<»verninent paju'rs. The question 

of transfer is tlio chief difl'iculty, for Boine inslruinentR are not transferable; these 
difficulties can he removed by gn-tting ilie f raiwferring riglils written on separate fitamp 
papt‘r, hut fdher facilities can be afforded by legislation. 

T T . — T N DIO KN< UTH I t.AN K I NO . 

A Organisation of indigenous hanking. 

Question 1. — Theix' are two c!ass<‘s of indigenoti** liiink'-rs, one whose eliief 
business is lending money only, ‘'and the <»ther wlio deals in all Boris of businefis, 
pueli tiB reeeiving depisitfi, dealing in hundis and lending money. Again, the former are 
divided into those working in rural and those in urban areas. 

Boino of the urban indigenous bankers combine otlier l)UHine8R with their own 
such as khandsar (dealing in sugar), and hhad.^or (stocking of grain), but banking 

is their principal business; otliers are Bubsidiary to it. 

Questwji '2 . — Indigcnmis bankers, even if they also deal in BUgar, do much in 

financing agrieultme by dislribuling money lo the tenant.? against the Reeurity of 
their sugarcane enjp. U'bev lielp trade* by supplying money to the* grain merchant and 
the? commiHsion agent.s. They are Bcldom of any help to other trades : in ir.dustry they 
do very little. 

Question H. — It is very difTicuIt to arrive at an <‘Btimato of the resources of the 
indigenous hankers. Hut they may he taken to he (»0 lakh« in respt'ct of those who 
b ud money « nly. and 40 lakbs in the* case of the others. No true information can 
be given. 

The volume of flieir business may be said to bo 10 per cent, more than the 
capital as then* afe very limited opportunitie.s for turnover. 

No <orrect information ean he given of their expenses, but they are very 
little' BO far as banking in urban areas goe'S, — say on© per cent., and nil in rural. 

For oihiM* business t'oinbincd with hanking the expenses come to 0 per cent. 

The annual net return of each elass of indigenous bankers on their capital, 
after making allow'ance for legal expenses, expenses of management, lossovs through bad' 
ebbts, ete\, is 10 per cent, in urban and 15 to *20 per cent, in rural areas. 

Question 4. — There are no financial houses in the province dealing eolely in the 
purchase and sale of ?itindi> and other hills of exchange. Their absence is due to lack 
of sufficient hnndis and exchange business. 

Question B . — The method pursued by indigenous bankers in keeping accounts is 
that of the single entry system. 
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B . — Raifinff of funds bff indigsiuous bonkers. 

Question i. — The different forms of hundis are demand and ftight kundu. Other 
credit inatruments are pixuniasory tiotes end sorkhats, Hundts arc luoatly usetJ. luX 
promissory notes and sarkhots are also much ustxl. 

Samples hund*s^ promissory notes, dejnisit rtveipts and sarkhats arc apjw>nde<J.* 

Question 2. — The indigenous hankers provide themselves with funds hy drawing 
demand or sight hundis in order to meet demands ii|)on them. 

The aasistance which they receive from the Im|H»nal Bank and the joint sunk 
hanks is very Hmiied. They obtain such assistance by c‘iiher pawning their ornaments 
or givvernincnt »«H*nritieH or hv drawing sight hunduK whore they are we ll known. 

Tlie deftvts in the present s\>tein frt*m the point td view of the indigriums haukeis 
is that they canmit get sutVuicnl funds on or»»dti. Improvi'tnent lies in extensum vf 

credit, h'roni the [«unt of vsow of the dehtor tVie defect is that indigenouH hankers' 
books and ai'eounts are not Hup[N>rte‘d l*y Viuuhers. ni regard to whiih my suggcMtion 
iw that the law of evidenee he so annnded as to make it compulsory fj»r the indigenous 
baJikera to have vouchers signed hy the del‘tor lw»ih for entries on tht* eredit aide and 
on the debit side hefon* any is ennw»d»*red admissihle in evidtuicc, Ahst'nee of vouelirra 
on any side should mnkt‘ entries on either side inadnuffsihie. 

fl, — Indigenous hankers reieive both siiort (erm and long term do|H»sit« 
and u)l(j\v 'A per eent. |H‘r annum generally <ni slKirt lcrm dejHi«il'!i for six niontlm and 

j>er (cnt. on l*mg term de|K'Hit« for a year or more. These raiea vary at different 

f^casiuis. 


Adratict’s bu itnInjfm/UA huniers. 

Question 1. 'riie various methods in which the indigenous hankers griinl loatis 

arc hv taking nninovrahlc property m mortgage or ornamentM in pawn, inlvnncing 
on promissory notes ami allowing simple cre<lit. Cash i re lit in thy tct hnual sense 
of the ti-rm is not given rxce|>t in rare eanes against fixed de|H»sit.s. 

The loans irv ludli for long and shiirt tcmiH 

I.amit'd {uoperl . . i .oveahh s ami dejMisiis with the luinki rs are «*•< epf< ,1 io« 
ficeuri'.y to cover thene hians. 

The rate of interest varies from tl |H*r cent, to 15 po.r cent, {mt annum on long 
term loans a<‘<’ording to the nature *A the st^mrity offered. It i« ‘25 to 'f7J piT rent, 
on loans without security and on sinall Huina in cash and kind. 

Questn^n 2.— The agriciihurist has to pay n> the indigenouH hanker 2 per cent. 
pt*r rocnsi'm. Hut whcr< tliere no Kcrurity he puvs K«. 1‘2 for i \ery h's. 10 *. on« 
rupee is deducied at the time of paymmit and he pays f»ne rupee per moritli. In other 
words fie mis Hs. 0 and iiayn IN. l‘2 sn the course nf the yrar at Ihv 1 per month. 

Tlu‘ urban indignuious hanker advanccH cash only and nt'civen ha<'k in ca»«h. 

The 1 iral hanker xvlien he sidvain«*« grain reo*ives it f>aik uh also it» intircHt in 

kind. Tile irjterc«;t for loans fr.r (> montlis is 25 per (cnt. and for a year 50 |W‘r cent 
of the same kind of grain. r<-nsid(?ring that grain in dear at tfie time of the yenr 

when hianfl are given and c}iea|K»r when received haik, the intirett works out at 
374 per cent. |>or annum. 

The organisat ion of hanking i-an be irnprovi.j nnd rate of interest can aluo 

be rciluecd. if the leading hanks fake up (he task. The rate of intercut will also fall 
if agricultural banks arc opened, owing to <'oTnp<itit ion. Sucli rediietion will nndouhtedly 
benefit tlie agricultural community. l>ut rnvich of If wu'll fie interrepted fiy the village 
moneylender unleaii there, is competition a*; suggested aliove. 

Question 3.— -The clients of the hankers are siippr^sed to he allowed to inspift 
their 8<.*countfl wHh them, but they seldom do «o and ahno*4 always ro'cepl ff»e vnrd 
of the banker. 


D. — Exchange and money market. 

Question 1. — There ia no regnJ&r local exchange and money market in thifi dis- 
trict, Exchange work i«, however, done by the indigenooa bankers, to a very limited 


♦ Not printer!. 

Me. R. C. a. 8 . Hobabt. 




( 80 ) 

extent. These hankers have hufsim-HH reJatioim in all important money 

markets such »« Cav^uixjre. Caicutta, Uonj\>a> ami Delln, and it is liiua that the money 
market is linked with them. 

QiieMlton ‘2. — The hrokerg are middlemen between the buyers and tht^ Hellers in 
the exchange and money market. '1‘hey gel grntrally l»alf an anna iht cent. 

Quest ton 3, — For iniern.i! remiUance the rules of liundu detHJiid on the stiffness 
of the moii'y market. 

To obtain credit hntviis are purchaseii and sold with a dilTereuee of one anna on 
the market rate. 

Tlwjrc arc sea^nnul variations in the rules of Uundis. The rates vary according 
to the Volume f»f busio<‘Hs and the supply of inoney. 

Ah the Impenai i^>unk of India is the leading banking institutioLi of the present 
day and the chief supplier of money for trade, the bazar rate is mostly affected by it. 

Questran 1. — Tlic local market of the district i.s not intluencisi by any organisa- 
tion Hucb as the J*atichaytit Saraju of Delhi i»r the Saraff AHSociation of Jioiiibiiy. 

Qitrsttori 0 . — 'Pliere is no local usage governin; the l<Kal trade, and other usagea 
affect it only sliglitly. They arc; dilbrent weights for different c<»nim<Hlitie8 ; pay- 
ment of certain cliargeH for IfM-al mstiii.-tions siiili as Kam Lrhi, dUaran\sahi<^ etc.. 
bcBides weigiiineni churgcH and a certain rpcintiiy to the arhatm (ht curt or multiple of 
three inaiinds. 

JJ. — Defect:^ af utdtf/emtus htinlnnij 

Questntn 1. — Fiiinic opinion regarding the sinali money lendoig class of irnii 
geuouH bunkers is tbul tli»> att* a bhMKf-HUcking communitv. Tliev are liated, bur ha\e 
ti> l> * approached 'I'be oilier <'!ass i.s respc^di-d. 

Que^tton 2.— There are many legal diftieult ie.-» which the indj_;enous bankers have 
to face m c.'vrryiag on their business, e.rf,, they cannot rcalisi- Iroin ilie Jioitling of an 
iHvupancy tenant. 

Qut’^tuni 3. — 'i'lio indigenous hanki*rs consider tiiai they are not suffieienlly |)ro 
tcctcil in law' and reijuire addiiumal Hufeguards i»y luoditieiit ion of the insolveiuy law. 

I however do not aee e\e to evt wnh them. 

Qne'itwn 4. — The delects in ihc dealings of the indig(‘nous hankers from the 
point of inlorcst of (heir elu ntele are that no receipts are issued for tleposits and only 
»e)dt>m for inleresi and part paynnmi <'f delus. Change is rtapnnd in tlie Kvidene* 
Act laying down dial la lore any entry of the aeeount h(x>ks of im indigenous bank* i 
it) admitted in evidence, it must l>e sliown that each entry, both on the del>it ami credit 
Hide, is Huppi^rlcii by vouchers properly signed by the deblor. l\'tty dealers take 
Bigned Htarnp papers wliuli an idank. An Act on tlie lines of the 1‘unjah Money- 
lenders Act is needed. 

^nes/noj 5 — Tlie intligoiious bankers are not able to meet all aceeplnlde demands 
for iiaaiinmudat ion ; ibev are Nomeuiiie,-. obliged to refuse such dt'uiands on account of 
insufficient vvi^rkiug capit;il. This is one reason wliv the interest is so high. Their 
resources can he extended if they are given a free credit. 

F. — Coordination. 

Question 1. — Those bankers who deal in the Jiundi business inter sell and i>nr- 
chaae innulis lietween themselves. Those of the class wlio do not deal in the ttundi 
busineas purchase liund.'s from the class ahovementioned when they stand in need of 
them. When small mfumylenders take article.s in pawn, they secure money from 
bigger iiiivuu‘vlendcr.s on the same ‘Security at smaller interest by passing on the pawned 
articles to them. 

Indigenous hankers get tloir hundis discounted by the Imperial Bank and 
oilier joint-HtiK'k banks. They also fake temporary loans. Petty indigenous bankers 
W'ho are members of cooperative six'ieties do. despit** discouragement, take loans and 
adv unee to wtlurs on enbaneed rates. 

Preferential treatment, if any, given by the Imperial Bank of India or joint stock 
hanks to indigenous Viankers over other customers is negligible. 
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QiJf^twn 2. — There id no c^.* ordination hetwtH-n the iiidig< iK>utt Uiilikt r** ‘iiid 
0 til£r haiikn. Tlie latter only disitnmi the former ^ triole deiiuind l»ill« and llaiH help 
them in yivin^ eredit to trade and mdiiHtry. 

The e»iahlishmeut of a provincial banker> asMXiati«>n i^> dcsiittlde and will aorvt? 
tiie purjKijie of hetier ct> ordination. 

(J^ue<t(Ou 3. — Tlicre :« lu* chctjiu sysiem m the \M»rkjnj; il indj^ciinu;. iiunkera 
vi’orkiiiy in inofaT*s!l tuwns. 

<; — ( of indoKnoii' hifnA.v 

1. — riu' indigenous hanking system <un he iinj)ru\«d and made n»oit> 

serviceable to the C‘nnmunily if u liecne*' system vvilh suuahle conditions of hcenee *d 
intHMlmed l»v tiic CJovpninn'iU , though lii ineasun n\i11 ineci uilli iniit li op|K»M«ljon in 
the tirnt instunce, 

QnCittiOH 2. — The indigcnons hankers will stxuis' an iiureasod client«d»‘ on re 

tv>griili<jn hv the (ioverntuenl hni mostly in reKpecl of de|>osns. 'I’he nmdittons for rc 
I'ognilion should l>e a ininiimim sintus’arul eiij»ii:il and ilu- fixing of a rate of interest 
over Vihnls he cannot charge, tin nione\ lending Jo h<- rest ruled for priHhictMc pur|>o»e« 
i»n)} . 

(^/<rvf.<'»i 2.1. — lUit ulna ail this has hern Miid I am opposjsi to the setting U|» 

of alls class of iicenstHl oi n-gisiered momylemhrs ’I'lifmi who will lake advantage of the 

hSstrro are likely to he fo ni cla's,*^ who ahuse iheir prnileges. 

l \. — 'I lie intiodm tion of nieaMircH designed to n'giiirtti* the operation^ 
and mtcTcMig tiie pnhhr.ition of the lialuiuf sheets of nidtgenons hankers will lie 
resented f*v tleni, 

yiie.v</oiri t.-- I’tore ai times o( ilie year nsmill\ August to 0(t«)hir and Mtindi - 

\siien money ri;intun-> uii\ in the h,nuU of tlu* nidigr nous hankers m large iimi^inls. 
'fliere IS a tendency for ih- iiM-ney to he coneentrnl^'ti m im|>oiianl trade eenlri’to One 
way of improving the (Uganisatioi. t,f holding and horrovsmg ho ihe idh- tiu*ney 

may remuMi in the district, would Ik* to organise eottiigc indu u t ies suttahle f.tr the 
scd&on !ind nrilise the monev for devchipmg it. 

Qtif.stson h.— The indig* noiK hankers 4(0 hav<' hnsiness r* luhons in imjxirtant 
IM *n€*v markets within the f»rov me* . 'flj* y gel moiu's Ifoio ihcso marlvefH. 'Idic 
indigen**ns hankers of rh*' Its'aiit^ also sell tlnor dt mand hills m ilux- money nmrkels, 

Tlie htgger hankfOM <*f tins «lKtru t will preft^r tie* ('slahlmhineni of m^imnei of tfie 
IriifuTia! Bank of India held hy lo4-al indig* hankers, to any "( the olhi r I'ourses 

nientiou d in tin* ijuesiion. 

A joint stfH k hwTik may sn.oCiH] m attrai ting siilVt4‘i<ml Ikihmu-sh with a g^sid 
dircctoraU' and u tsunjstenl manager, hut not otherwisi*. 

A central res* rve hank with Huft'n ieiii Indian reprefa'iitation on it, intended ! » 
<r<?ate a IkiiuI of conTjecii<»n lu-tween all the ihonints of tlie hanking Hysfem, would 

he desirahh', 

'I’iie indigcTKins h-anks slmuld l)c link' d w ith the erntriil r< servo hank through 

Ihe In)j>enai l^ank of India, or ratlier its hxal agency. 

If — Defects tti itittufor>j and cuxlomanj Imr reffardtritj rerorenj 0 / debt. 

Question I. — The statomeni »*< to delays of law m fiK»r< (.r less correct. Dirticiilticft 
arise from u debtor heing a memher of a joint Hindu family, in whuh trasc hia 
share cannot be touched if t.ot partitioned. Delay occurH also in the diH|>osa! of caacn 
owing to congestion of in the coiirtw. There are aimilar delays in exeiiition. 

Again, uiany expenses actually incurred arc not ,'ilk>we<I by the c«nirt, e.*/., rkke hire, 
etc., in the coining of the creditor or his man to the court. 

Provision may he made for such extra c::X|>enscH in co«it« ; the nurnher ref courtH 
with officers working hf*.n.>r;iriiy should l>c increascrl. and more courts nhould t»e given 
snnmiarv fniwers. 
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III — TnVK8TMENT habit AM) ATTRACTION OF CAPITAL. 

A. — Encouragement of saving and investment habit, 

Question 1. — The cxiHting baukioj' resotirces in ihjg district are a branch of a 
joint »»Ui<?k bank, the co-operalive bank, indigenous bankers, t!ic iirofessional money- 
Jenders and post officen. I do not consider them to adequate. It is difficult to eatiinafe 
the additional capita! required, hut. approximately the figure may be put at Rs. 50 lakba. 

Question 2. — The existing institutions for encouraging the habit of saving and 
inveHtrnent arc the fKist oflice navings bank, the joint stixk banks and co-op<Tativ8 
banks, though Home dcfsjsits are marie in indigenous banks also. They do not provide 
full faciliticM as all but indigenous banka accept defKinits of limited amonnls only. 
C<> opcruti\t‘ Itanks take de[»o«itH t»nly when they require money. The facilities require 
oxtension into the interior <tf the mofassil. 

Que.J.ion .‘t. - Tin*. |x*ople <*t the locality are in tie. habit of inventing in gold 

or silver to ibe exttuit of, say, one per cent. «»f their income. 

Question 4 . — Postal rash eertificatcs arc not |a>pu)ar %vith the general public in 

this district. Thi ir jMquiiarity can he encourage by ^ change in the existing terms 
of issue. Iritoreet may he allowed for full months instead of full quarters. 

Question 4 A . — Considering the general level of education and tlie obtaining 

ecoimmic condition in India, I do not think that anything similar to the national savings 
movement in England is possible here. 

Question 5. — Post <)ffice savings hanks do not affiird adetjuate facilities to the 

iiiNcsting public. The fiicilities can be extended if the maximum limit <'f amount tliat 

one person can deposit in his name is increased* and the number of times for drawing 

rrxuiev i« also increased say, made twice a week. 

Geutaally ilu^ educated classes, including government servants, lake advantage 

of the facilities olTer<‘d by Ihe post ofTiro. The classes that do not resort to this typo 
of investment should he, made to understand its advantages by propaganda in tlio 
vernneniar. A1 h(j new? branelies sluaild he opened in the iiilerior. 

Question 0. — I do not consulcr to ho true the allegation that tla' r:ite« of intertst 
on [)of;inI cash cert ifu'afi'H and treasury hills are so favourahlc as to create com- 
pel ition bct\v(‘en (lovcrnmont and banks in attract iiig rnoney. Su< h competition is 

healthy in any case. 

Question 7. — As tin' idea of issue of gold cash certificates will he lu vel in India, 
notlung can he predicted as to ho'w far it will succeed in accelerating the savings 
haV>it. Small men will not have much to care for gold. 

Question 8. — It would not mako^any difference in the sa\ ings habit if puldic 
bodies like municipalilies were to afford suvingH hank faciliticB. Facilities already 
exist generally where these bodies c\i?*t. 

Question 0, — Clovernrncnt at present alTords no facilities in frir chase and sale 

of government securities. The Imperial Bank of India and other ))anks arrange such 

purchnsr and sale at favourable rates. 

Small agriculturists and .small investors can take up ariv form of government 
secnritie.s if sutTicient provision is made for encashing them when Miey stand in need 

of money: and the projjoawl change in the issue of post office ca^h rerlifirates will, if 
carried out, meet the privsent needs. 

10. — The fa<*ilitie8 at present afforded by various financial agencies in 
respect of tjthcr than govominent securities are that they arrange in big trade centres 
their purchase and sale at favourable rates. But no such facilities arc avaihihJe in 
ordinary mofassil towns. 

Question 11. — A few persons invest their surplus money in granting credit on 

mortgage of immovt^able property, but most people, gel ornaments prepared for domestic 
use and hard times. They keep the money in their private chc.sis < r bury it under- 
ground, or koep it in the form of oniamenta. Now and then, particularly in urban arena, 
they keep it in banks or with indigenous bankers. 
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Questicn — In a pronperoos year the farmers purrbai»e oniauxcmitt tiid otlier 
Beoeeaities of life, and purcbaee agncuHural implemenl.s, bulUn'k**. etc., with their 
Btirplas money. Very rarely they lend to fellow agrieulturixtii. And when tl^ey do It 
IB usually in the form of seed, when 50 per cent, m kind i« cbar;;otl as interest lor 
one year and 25 per cent, for one Bcason. 

The total capital, i.e., mdusivo of livoshx^k. iiiiplciuentH, oic., of an agnoul 
tarist IB Rs. 100 per family of four persons divided on the entire (xipulation. If, however* 
only investable capita! is referred to in the cpieslion. then it is one jH>r cent, of the total 
invested capital of the district. 

Question 13. — I agree with the view that in Indio the banking and inveBlment 
habit is of very slow gniwth. I attribute it to the lack of education and conservatiani 
arising mostly in the pre-British iieruxl owing to inseeurity of lib- and projxsrty in 
those days. It has descended down to the present generations. Governnient propaganda 
can, to some extent, educate people to invest savings in pnxlin'tive undertakings. 
Extension of co-o[>erative societies will l>e amdher means of such education. 

B . — Cheque habit 

Question 1. — The cheque habit ia gnawing in India. 

Question 2. — There has been an increase in the ojiening of awunts well as iu 
the use of elieqiies owing to alKilition of stamp duty. 

Question 3. — 33ic educated clasaes use cheques. 

Question 4. — Payrnenls of gnvemiiieiit servants and bank ciuployoeH may be made 
by cheques. Though risky to receive government dues by cheques, it may be introduced 
with safeguards 

It is desirable that post offices should open cheque accounts. I should not pbvoa 
any restrictions on them. 

Question 6. — The illiterate can he made to use cheques if Government can 

make them universal and acceptable by the public like government currency notes. 

C. — Vernacular scripts m banking. 

The present script used by the indigenous hankers is bad and the majority of 
people cannot read it. The. use of Dcvanagri and Persian script must be a condition 
to introduction of vernacular script in banking. 

i). — Imperial Bank of India, 

1. The opening of new branches of the Imperial Bank has encouraged the 

investment habit in those only who are moat weU-tr>-do, and to a very liiintod extent. 

Internal trade has been promoted, but not industry. There haa been no consol id atioii 
of and no encouragement to indigenous banking from them. Nor has there been any 

marked increase of fa<i!iticfl for agricultural credit, but there is un indirect facility for 
agricultural credit, inasmuch a-i cash credit is giVen to district cooperative banks which, 
through co-operative credit societies, help the agriculturist. The general price of money 
has been lowered. The discount rate remains high. 
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Mr. H. BOMFORD, I.C.S., Collector, Mlrzapor. 


Replies to the questioiiiBsire. 


I. — Aoriculttjral Orudit and Crkdit Facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Is order to answer question no. 1, I have analysed the figures of loans advanced 
by the co-operative bank* to its constituent societies in this district during the past five 
years, and I attach a table slinwing the amounts advanced under different heads in each 
year. It will lio noticed that in all years, except ‘27, a large percentage of the 

total advance Itas been taken for cattle. I understand that ilie expenditure under this 

h(3ad is not so much for (he purchase of ))lough catjlc as for Uie purpose of dealing in 
cattle. In the year 1112() -17 a large amount is sh(i\vn under Ibe head “Other needs of 
cultivation,” and a comparalively small amount is shown under the head “Cattle.” 
No definite information is now uvailalde, hut 1 am loM tliat if is ivossiblc tlmt there 
if an error in the figures of that year, and that Its. 9,354 shown in 1920-27 under the 
head of “Other needs of cultivation” .should have Ijcrn shown under the head “Cattle,” 
and Hfl. 996 shown under “Cattle” should have been shown under “Other needs of 
<3ultivation.“ One thing iippnrent from these figures i^ that the amount borrowed for 

payment of rent and revenue is practically i-onHianl every year, and that the amount 
borrowed for marriages is a great, deal less fhan would be expected; while nothing ia 
shown under the head of borrowing for ihe purpose of litigalion. These figures to this 
extent contradict the (‘onclusions reacbed by the commit 100 "* wliich 1 attended. But the 

head “liopaymcnf <»f old debts” is evidently becoming more and inor:‘ imfHirtant. My 

inquiriofl in the village of Masari of 760 inhabitants, winch lies near Mirzapur in the 
fertile Qangos basin, resulted as follows : — 

Total debt of the persons qiicstiontNl was Rs. 9,930. 1 was told that another 

two to three thousand should he added to cover ilie debts of the wliolc village. But the 

percentages I give are calculated on R«. 9,930. This amount was, I was told, borrowed 


m follows ; — 

Rs. per cent.. 

(i) For repayment of earlier debts . . . . 2,400 24 

(ii) For payment of accumulated interest .. 1,600 16 

(jii) For marriage and other social functions .. 2,350 '<4 

(iv) For payment of land revenue and rent 1,535 16 

(v) For seed .. .. .. 40 0‘4 

(vi) For subfistenoe .. .. .. 875 3*7 


(vii) Miscellaneous. — Rs. 1(X) was for building a house and Ra. 1,500 for the purchase 
rf property. 

These figures confirm the view of the committee that marriage and social ceremonies 
are a serious cause of indebtedness. They also suggest that it will be very difficult to 
say for what puqwaes the agriculturist borrows and in what proportion 
ihe debt is distributed among such purposes in detail. Rent and revenue 
have to be paid. If the profits from cultivation did not pay for the seed» 
manure, expenses of cultivation, litigation, and purchase of cattle required for cultivation, 

* See evidence of Mr. E, F, Oppenheim at pages 10 — 1*2 of this volume. 

Ma. H. Boicfobd. 


1 35 ) 

•tbd money will hive to be borrowed for payuient t>f rent and revenue and will bo ehown 
•wider l^it head. Bat the average mau ia not able to eay why exactly he waa unable to 
meet hia liabilities for rent. Ail that be can say is that the crops were not good enough. 

As for the classes of lenders from which the agriculturist borrows, this village 
bad taken no taqoti from Government and nothing from co-operative si>cicties. Eighty 
j)er cent, was borrowed from mahajans; 11-3 per cent, from relations, other tenants and 
the pattean, and 3*7 per cent, from the ramiridar who had oonvorted the liabilities for 
•rent into a loan. 

The whole debt was incurred in cash. * 

Only Ks. 40 in cash had been t>orro\vcd for the purchase of seed and for a short 

period. 

Part C, — Extent and nature of u<jncultural indebtedness. 

Question 1. — It would be jiossiblt* to aNtvrtain the existing indebtedness of any 
particular village, any particular estate or district or province by |>ersoDa] inquiry in tlie 
villages. As Settlement Offi(?er of the Itewa State 1 prepared estimates of the indebted’ 
ness of that State and I give the figures for what they are worth. The figures unfor- 
tunately are not figure.s of .the total debt but niercsiy figures of five degrees of indebted* 
nOBS, i.f,, every tenant in the eslate wa^ put into five clas-ios : — 

Class (o) coiupriscMl tciuintH who diil a little nioiKwliUuling Iheinselves ; 

CUfl-s (It) tenants who \ver«' eitlier not in d(*l»t or only o<‘casioiuilly in dolit ; 

('Uhs (c) tenants wiio were in debt bul still hiul a eortain ainounl of credit; 

Class (d) tenants whi) were linj>clessly einharrassed ; 

Class (e) p<?rson8 without any credit at all and living by daily labour. 

The results were that 0*’2 per e«‘nt. nf ilie teuunls fell into clasB (ii), 1‘2’7 into 
class (6), 32*2 into class (c), 20*7 into cIuhb (d), and 28 per cent, into elasrt («C Tbofle 
proportions would, 1 think, be applicable to the Mirzajiur di«(rict in which conditions are 
very fjimilar to those in the Kewa Slate. The figures show that some It) per cent, of thf? 
tenantry arc comfortably off and nbout half are niiscrablv po(»r. 

Qtiesiiori 2. — The (juestion as lo wb«) are tin. |)rineij)»il creditors of the agi ieulturiHU 
has l>cen answered under I’art A almve. 11*3 |K:r ce.ut. of the debt in tin* villnge 1 vinit<'‘d 
was due from the {xs^rer agriculturist.^ to the neber. 

Part C. — Small industries allied to agi iculture. 

Th'-rc is a u<di-entablished turkey-breeding industiy in tho villngi^s of the Ganges 
•valloy in this district which bus extended into the uplands of the west. 

I find that at Christmas time pairs of ttirkcys arc sold to outside dealers at from 
Ks. 10 to lis. 8 a pair. My own exj>eriencc is that in places like AHahabad the pair 
of birds sell for Ks. 18. The industry is fl<nirisliing enough and it seems to me that 
any organisation that would enable the Mirzapur brciHler to put bis birds direct on to 
the largo city markets would be beneficial to breeders and coii^^umors alike. 

fnr as I ran ascertain, losses among tbo birds are very heavy and I think the 
4ittention of the Government Poultry Expert might wtdl be directed to improving tbo 
breed. 

The brcoilers are, of course, all in tho hands of mahajanK. I cannot see any bank 
undertaking the finances of the industry, but a co-operaUve society should be able to do 

good work. .Unfortunately the breeders are not of a very high type, being mostly 

l^hatiks with some Kunjras and Chamars. 

Part IJ. — Small urban industries. 

The principal collage and art industries of this district are the carpet industry m 
ihe north of Mirzapur. the brass iudusiry in Mirzapur city, and tho pottery industry of 
Chunar, where there are also small industri^pof silk weaving, and lacquer toy-making. 

A. — The carpet industry of Mirzapur. 

Question 1.— The bulk of the industry in the district is financed by two Eupqpoan 

^nns. A third European firm operates in the adjoining area of the Benares State. A 
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fUDAlJ portion of the is run by Indian capitalinth who, ho^\ever, are lo s< me extent 

finaDc<^ through the large Mhipping agents in Calcutta. They receive payment for ti» 
jiercentage of their invoice for car[>et« on receipt of the relative railway receipt and invoice 
by the Mhipjiera. The balance when realized la paid after the carpets have been dtapoeed 
of at tho London docks. The Euroijean firms deal direct with their wholesale ngenta 
in London. 

The bulk <S the vara and the are 8upplie<l hy the weavers thcniSt'lveB from 

advances taken in cash from the firms, hut one Euroixan firm supplies yarn on credit 
to the weavers for its better cari[K*ts, and another is preparing to do tlio same; while 
some individual vxeuvers are supplied hv mahajan/f who give the weaver credit while ho 
is employed by any responsible firm and cliargc him accordingly. 

The (^arfHits are sold by the weavers to the firms who supply tliem cither with 
cash advance or with yarn. 

The middleman plays hut a small part in this trade. The nean^t Mjiproacli to a 
middleman is the outsider who comes into the market and buys ba/ar t irpx'ts at tl>er 
l>c»t fignrcR he can obtain them a*. 

Question 2. — 7’herx‘ are karhhanus in (he carpet husines.s hut they arc very few. 
Most of tlie weaving is done on a family basis. 

In the carpf't industry, which is iKistd ftn the hfine, there is no tendency for artisans 
to drift elsewhen*. ^ 

Question 3. — Women lake little part in the carpet trade, — nont' in the acinul weav- 
ing. A few are employed at (he headquarters of (he firm or by large yarn factories for 
spinning yarn. 

“Bwerating” is a coinimrat ive term. The weaver no doubt works hard. Tho 
recognised hours arc from .‘sunrise to sunset. But so does every e(K)lic .it the plough; and 
wdien the weaver has other work to do, r,(j., agricultural, he turns to that without hesi- 
tation. They mostly are agriculturists as well ns weaveiv. 

I have no evidence that the weavers are being c\j»loiied. 3'he overhead charges 
of the European firms are no doubt, heavy, but T do not sec Itow the industry could have- 
reached its present state of prosperity wit-liont heavy overhead charges. Tlie weavers for 
the most part can fall hack (m agriculture if they feel they are l>eing exploited. 

Question 4. — There are no eo oiH'rativc artisans’ sot ieties in this district, and it ia 
some years since I hod ae<|naintan«‘e with the working of such sfK'ieties. But I seem 
to remember that a great luimhcr went into liquidatictn when I was at Moradabad in 
191617. T do not think that tlie carpet industry rtspiires any remedy for sweating or 
exploitation. 

Qacji^ou 5. — I am not really in a jHisiiion to say whether an industrial bank would 
1)6 a suitable luetbod of improving the present syslein of finaneing small industries but 
the system of giving advanees free of interest t») the weavers by' the European firms is 
intended to keep (heir men out of ll»c hands of the tnohajan But it is R<lmitted that they 
are not always successful. 

Question 6. — 1 remember tliat « very efifective e.‘italognc of local art wares was 
published some years ago. I think a depot could be of great value. The Wembley Ex- 
hibition proved what could be done if IckuI individual art wares were put b<?fore a large 

public. But I 80 <? no reason why private enterprise should not organise, finance and 

manage auch depfits. If there is no reasonable profit to be made from such a depdt, there 

is no reason why Government should waste its money trying to create a demand. 

B. — Brass-makino in Mirzapur town. 

Questions 1 and 2. — Brass work is divided into two parts : hrabs work proper, an^ 
work in phul or gun metal. Tl)e brass work proper is all done in the homes of the work- 
men, and the gun metal wrork is all done in workshops. 

The whole business is financed in the first instance by arhatias who advance thcr 
masters of the karkhanas the materials, brw or phuL The masters in the same way 
advance materials and tools to the labourers ^whether home workers or work^^hop workers. 
The workmen deliver the manufactured goods to the masters from whom they received 
advances and are paid, in the case of loas and haiuas^ by number, and in the case of 
fhalis^ by weight. All workmen receive advances free of interest from the masters anc^ 

Mb, H. Bompord. 



( 87 ) 

these advances aie jmid ofl on deliver} of ^'tK>ds, and i faucv liic advances are alwava 
renewed. The masters of the karkhana<t ihcu sell to anotlur set of arhatias Uirough 
brokers or d^iluls. The dalul takes Uirtv annas a niiuuid from the master and tho 
arhciuis lakes a similar amount also. The then disjHises of the niauufaoturod good* 

to the beopan or wholesale dealer, who may come from any pari of India. Hi» c'Omiuis* 
sion is eight annas j»er cent, from the bevpirt, hut in addition a great deal is Hupplied 
on credil to the bcopari, and f(>r this credit six per cent, a year is charge d. 

Anyone can become an apprentne. An apprentice gets no wages until ho is 
reasonably proficient. 

The brass workers work in thrir huiiies as a iiiuttci of coinse, and tbe workerH tn 
gun metal in karklmnas. There' is a rigid dislmclion Ixlvveen the two classes of workers. 

Question d. — Tlie gun metal workers are, I am told, worked very liard and aro 

comparatively ill paid. As a matter of fact, on pa^xr, wagcH are g»s>d. A brass worker 
can earn from T2 annas to a rnpre a day, and a wiuker in gun metal from He. 1-8 to lia. iJ ; 
but the trouble is that woik is not constant and at prcHeiit there is little demand for 

labour as aluminium is eulting out the hwal hrasBwares. Tlie full in the demand led to 
a sugge«i:oM that w ages shonul lie reduced, hut u pitta hni/at of workers has lieen orgnni.stsi 
to fight any K'duclion in wages. Women are ma empiovctl in the industry. 

As 1 liavc iiored above the workers have taken steps to j^roteet their ow’ti inkTests 
as they nndeisiaiul tlieui, and I do not know that more can he done in that dircMdinii, 

Quest ioti T— Tlie whole trouble in the trade, .so I am told, is thni no one knows 

what pndit is made l>y llni arJiatta who udvance.s the metal. Other profits are not <’\- 

ces.^ivc. Jhit the urJiuiia fixes his pru-e at Ins own figure and there is no nioaiiH of 
cheoking the fairnes.s of that ligiire. 1 am informed that 25 years ago Beuno kind u( 

co-operative so<aeiy was formed in ord«'r to control tlie arhntia who supplies the raw 
material, Imt it was broken by tlie arlattias in a couple of years. 

If the firJuiiias are making <'xc<‘-sive profits (it is not certain tliat they are), tlien , 
a co-operative organisation might, if well inamigtd, a.ssi.st in raising wages or by reducing 
prices cnalile the x\a>rkmcn to get more regular employment, hut personally 1 Jiave my 
doubts wlu'ther a co-operative Juxioty, wliioli must he run under nilcH, can compete, in the 
market witli a husinessimvn wlio can buy at the nmst suitable moment and is in a 

position to sell at a loss for a time if he thinks that he wdll he aide to reeoii)) himself in 
the long run. 

Question 5. — So prim^\ fnrie n hank wi-nld l>e a more riijlahle ngeiuy for financing 
ihi huHines.s; hut tho'^tronlde e. that J fear the lui'iness is n.iliirally decadent. 1 have 

hiard that with tlic intrudiui i*.n of «iee(ri< power methods of |>rodn«lion will be chcajXMied, 
and the local brass and gun metfil may then lie to coin)>ete with their rivals; hut it 

r^-mains to he seen whether tliis «\|M'ctation will l>e fidhiled and at present I doubt 

whether the usiness is large enough to attract any })ank. 

C, — roTTKnv, w<mi>F.s t<*ys asd sm k wi.wino of C'liV'NAfi, 

I am afraid my information is not as full a»^ it might he, hut 1 give it for wliat it 
is worth. 

A)! il lese industrie.s are financed by individual workers mid arc not dependent as 
a rule on money icnrlers or moJiajaus, 

Bujiplie.s of raw materials are obtained locally. 

The makers as a rule dispose of their own x>ari-. It is only in tlie [lottery industry 
that tlie middleman comes in. He hnvs .some fiO jxt cent, of the out|>ut for Bale to tho 
general public. 

There arc no karkhanas. 

There is no sweating, and nf» organis«ti<,n i-^ neecs-.arv for profeetion agaiiwt ox* 
ploitation. 

A bfiiik is not required for fmanring tlicsc indnstrirs. 


H. Bomporh. 
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Mr. P. MASON, I.C.S., Saperintendent, Dehra Don. 


Memorandum on credit conditions in the Dehrs Dun district. 


Thb cultivators arc fully alive to tho advantages of taqaci, and many of theixi 
will take as much as they can get* but the local rainiridar^ and grain dealers still have 
a strong hold upon them, remaining presumably from tho days when the Dun was first 
cleared and settled, a process which is in fact still continuing, and are said to use their 
influence against this form of borrowing. Tho fact that an expei;tcd taqavi demand in 
the district has on one or two recent occasions not materialised apjwars to support this 
view. It has been suggested that as the crops in thi.s district ripen a month after those 
in the plains, and tho dates for collection of land revenue are corre8p<'>ndingiy later, tho 
dates for realisation of taqavi should also be p 08 t|K)iied to a siiirilar extent. The amount 
of taqavi is however very fiinall, and I personally have never noticed any cases to support 
this view; instalments are of (ourso always jK>st|)oned (o a future harvest if the oircum- 
stances of the debtors make this necesHarv. 

2. The suggestion tiiat the hetler the title to hind tlic greater the amount of in* 
debteduess is. I think, true enough in the districts (»f Oudh, but does not hold good hercr 
where there is neitlK^r the siune pressure fin the laml nor the Hamo amount of debt. Unlike 
other districts whieli have now reached a static coudilion, Dehra Dun is still in process 
of developraeiu, and a man who is prosjx^ring prtx*ee<l8 to build liiniself a pakka houao or 
break up more land for cullivatioii. 

d. Am regards the inurketing of footl cioj*8, this is an imjHirting diMlrict which cannot 
produce fiuflicient for its needs. The surplus in the villages is generally bought up by 
grain dealers on the sjiot or in ailjucenl markets and carted hv tliem to the big centren. 
The district co ofierative hank, Ihorefoiv, dof*s nothing to finance ihese operalionSf nor 
do I think there is any gtxid 0 [>ening f<*r it to do so. 

1. Pinstal cash certificato-s are not particularly {Mipulur here. Tin* usual method of 
dealing with siirjduM money in this diHtrict is to fake a forest or grass contract op to 
start a moneylending huHiness. T should say tliat the cheque habit is certainly growing 
in India, as I have noticed its cNlenfiion both here and in Oudh. Whether tho iu>olition 
of the si.niip duty on cheques has assisted this development, 1 cannot say, but judging 
from the ingrained reluctance of so many banians and others to port with tho ono-anna 
stamp required for a receipt. I should say that it certainly hns had some licneficial effect. 

5, A .sfltisfa('lorv feature of co-ofs^rative credit in this district is that many socieiifVit 
appear to be fully alive to the necessity of scrutini/dng the objects for which their membera 
take loans, and some of them have ma<le rules or passed resolutions deprecating and 
limiting unpnxluctive expenditure, such as that on marriago celebrations. 

0. There is one notable subsidiary industry in I>l»rti Dun, and that is tea. The 
smaller gardens wliich have l>een let on lease ?■ » IhehadarM, whow^ sole object is ‘to extract 
tho uttermost pice, during the term of the Iheka, ore of course going to rack and ruin, 
but tho larger ones are at present prosperous, and distinctly resonM tho BUggeatlon of 
a Commissioner in 1927 that they and their methods required overhauling and a large 
measure of assistance from Government- I understand that at present dividends rise as 
high as 40 per cent., as a re.sult of which the shares in those which are limited com- 
panies are of course practically unobtainable. All that thty require at present is a con- 
cession railway freight to Calcutta, and the metallii)g of the kachcha roads upon which 
some of them are situated; the former is a matter for experts, and the latter quite out 
of the question with a district board which alrea<ly receives from Government soma 
Es. 90,000 of its income of abou' Bs. 1,40,000, and still shows an annual deficit. 

7. I attach a separate memorandum on the tea industry. 
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Memorandiuii on the tea industry at Dehra l>iin. 

In 1927 the district produced 1,500,000 lbs., being 7-7 per cent, less than in the 
previoui year owing to damage by locusts, but in 1928 these gardens more than recovered 
and produced no less than 2,042,931 lbs., or an increase of 36*44 j)er cent. The following 
are the leading gardens : — 

(1) Harbanswala and Arcadia, belonging to the Dehra Dun Tea Company, which 

is under mixed European and Indian uianagemeat. 

(2) Kaat Hope Town, which has the same directors as no. (1), Both these com* 

panics also employ European managers. 

(3) Udiyabagh and Herbertpur, belonging to Mr. Kayiior, who is also the leading 

director of nos. (1) and (2). 

(i) Annfield and Kaulagarh, wliich are the projierty of II. H. the iiaja of Sinnur 

and under ellicienl Jndiuti uianagemenL 

(6) Itaipur, the property of Kunwar 'J'cgh Bahadur Singh and his son, Major 

Kunwar ShaniHher Ihiliadur Singli. 

(6) Ambari, the property t>f E. Balbir Singli, a big mahajan and zamindar of 

Dehra Dun who is utno a director of nos. (1) and (2j above. 

(7) Mohkainpur, the projxTty of Hlieikh Inanuiilah, a rais of Dehra Dun. 

(8) Jiwangarh, the property of C'haudhri Muiziiddin and bomic other Mohammedan 

residents of the ilun. 

(9) Gonickpur, the projKuty of u syndicate of European resideiitB and under 

European managj inen t . 

In all thert^ are Home 22 gardeiiH now working. 

2. As regards tlie methods of finance, numt of the smalltr gardcriB have been 
hought up by mahajans who finance them an a hraneb of their moneylending business, 
and generally lease them to thcladnrs, who are really tea- buyers and take these leases so 
that they can distribute their own produce. The tea Ihc'y iiroduce is iherefrire as a rule 
of inferior quality produced for their own murkets, while, as the lease is usually for a fixed 
number of years, there is a minimum of cultivation and (‘xpenditure of any sort, with 
the inevitable result that ttie garden rapidly deteriorates. On the otlcr hand t!i(^ leading 
gardens under np-to date mnrmgeinent are doing extremely well and dividends of 40 
per cent, are not unknown, (hough a lot. of trouble bus to l>e taken in (detaining the right 
kind of seed to start w’ith and in the muintenanee of up-to-date inelbods. 

8. As already rej>orted, the ehief difhcnlfy eneountcred by tlie leading companies 
is the heavy cost of freiglil to Calcutta wliich makes it difficult for (hem to compete with 
places like Assam on the Calcutta market, and a reduction in thi.s freight would no doubt 
stimulate the production in the Dun <d good quality tea, for which there is a stable de- 
Tuand at Calcutta. The l<»cal market is of course more or less ready to buy anything, 
and a lot of the Dun tea also gf)es to Amritsar. Another ditfieiilty is tliat many of the 
gardens are at soiiiO distance from the main roads, so that the construction and main* 
tenance of their hachchn feeder ronds i*; a heavy burden on tlieir profits. 
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Mr. PANNA LAL. I.C.S., Colleotor, Budann. 

Rapliea to iht questionnaire. 


I. — AgHICULTUIUL CRVa>lT .\ND tKEl>lT FAtlLITlKS. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — AjiiicuUuriHts Ikihow from GovcnuiunG uiult^r sptA’ial t uriootiiuiuoHi, 
e.g.f famine and also a Mntill amount everv year niuKr Atl XlX-7o</ari fi^r 

pakka wells. 

There are now no co-operative societies in this diatrict. 

Most of file Inonevlendi^^^ i*; done bv vilUf^Te nvneylenders, prospoioufi tenranB 
and zamifidars. 

The purjwses for wliieh agriculturists borrow and the I'loixTtion <*f the debt 
distributed among such purposes are given below : — 

Rough percent ag. , 

(i) U 'paym *nt of earlier debts .. .. 2 p(T cent. 

(ii) Payniont of accumii’afed infere.-*! .. .. 5 


(iiii Marriag s and other social functions 2n 

(iv) Famine and other kind.s of distress . . It) 

(V) Payment of land revenue c r rent .. 15 

(vi) Seed . . . . . . . . 15 

(vii) Expenses of culivaiion, €.(/., wag»-8 of labourers 2 

(viii) Litigation .. .. .. .. 5 

(ix) Purebaso of plough or (dher cattle . . Pt 

(x) Sinking of vvel!^ .. .. 1 

(xi' Subsist nci .. .. .. .. 15 

• » 

Ttda) 

lot) 

9f 

The proportion of debr diviiled between the Miii' iis (1 
mentioned <ibove is : — 

a.-ses "f 

tlio lending ugenciea 

1. (ioVi rnni nt 

2. Zami Ildars 

3. Prosper »U8 tenants 

4. Professional moni ylenders , . 


2 p. 1 c m: . 

15 „ 

25 

58 

Total 


100 

Tho proportion of debt in cash and gram is (K) jicr 

cent. 

and 40 per cent. 


respectively, of wbicL 70 per cent, is incurred for .short perifKift and 30 per cent, for 
long periods. 

Question ‘2. — I'or cash advances the rale of inierest rangc.-> between 21 |wr cent, 
and 37^ per cent. — the smaller the case, the higher the rate of intercut. 

For loan.s in kind for seed the rate of intercut is 25 per cent, for six months 
or 60 per cent. iHir annum. 

For other loans in kind the rate of interest is two pice j>cr rupee j)©!* month 

or 87^ per cent, per annum. 

In the case of sliort-lcnn debts, any amount oulslanding at the end of six months 
is treated as a fresh debt and interest is charged Oiercon at Ihe rate agreed upon. 
Acamnts are closed twice every year, in tiie riioinh'. of Agfmn (Novem be i December) 
and Baisakh (May June). Even if debts are incurred only a few months before the 
olose of the six-monthly accounts, interest for a v.hoic pcrifxJ of six months is charged. 
This practice, however, is not universal. 

In the case of long term Mds., only simple interest is charged unless payment of 
oompoiind interest is agreed upon. Compound interest is charged very rarely in the 
case of long-term debts, presumbly because the rates of iuteresl arc in themtelves very 
high, 
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Tba rates ot interest are exorbitant. 

locidental chargea arc registration fee, stamp, scribe's fee and the fee for 
consultation of registration or paiwaris' records — all i)aid by the borrowers. 

Question 3. — Money is generally advanced on the personal security of the borrower. 
Laud is leased to the creditor by the borrower for a certain term when the debt gets 
accnmnlated. 

It is correct to say that the better tbe title to land the greater the amount of 
indebtedness. Sixty-six per cent, of the zatnindars, 50 cent, of the occupancy tenants 
and 88 per cent, of the other claasea of ienanis are in debt. 

As has been said above, land is generally mortgaged to pay up accumulated debts. 
Debts accumulate only in case of successive bad crops. Thus increase or decrease in 
land mortgage deptmds largely upon the condition of the crops. 

The percentage of debts may be compared as follows 

Debts on tlm necurity of land ni^npagc .. .. 15 per cent. 

UnfiecurtHl debts .. 70 „ 

Debts otherwiie fCK'imid .. .. .. . . 15 ,, 

Queition 4. — The inoihod of enforc'ing paymenl of debt from agriculturists is in most 
cases that creditors approach influential local persons. Both parties put np their case 
before such pcrHoiis, who decide the case on it.s inerits. Tins is the time- honoured 
panehayat system, and its decision is, by on unwritten law of society, binding on both 
the partieH. It is only in special cases that recourse is hod to courts of law'. Zamindar 

creditors realize their debts by exercifiing their influence, and in most cases rent paid 

by a tenant is credited lo private debts and rent is shown in arrears. 

drain is borrowed nf a rate slightly higher than the bazar rate, viz., J seer to 
the rupee dearer than the bazar rate. At the time of repayment the borrower paya 
at a rate i seer cheaper than the bazar rate. The culiivntor knows the correct prevailing 
bazar rales from other cultvators of his own village or <.f the surrounding villages. 

Question 5. — Tbe cuHlvalor takes full advantage of ll»c facilities provided by the 
Agriciilturisls lioans Act and the Land Improvement Act ; but a sufficient amount ot 
money under Act XII is not granted except during years of scarcity. 

He borrows as much as he can get. Tbe extent of t/iqavi depends upon how 
much is alloticid and not upon tbe will or the needs of the cultivator. 

It fnllow'.s because Government allots a larger sura for distribution in abnormal 

years, that more is borrowed in such years. 

There are no defects in the present taqavi system. 

Question 7. — TJie sources from which money is borrowed are : — 

G) Government. 

(*2) Zamiiuiars, 

(di) Profess ionn I moneylenders. 

The defects of each system arc as follows ; — 

(1) Government does not or cannot advance suflicient money. Money advanc.6d 
by Gnyemment does not exceed 4 per cent, of the total amount borrowed annually by 
agrionltnrists. Government lends when it wishes, e.g., in time of drought, and noK 
whenever the cuttivntor comes forward. Government cannot distinguish between 
individuals and deals in rough averages. So, in collect ions it may be too liberal to 
some and too harsh to others. There is little individual treatment. 

(2) Zamindar moneylenders want lo deprive cultivators of their rights in the 
land. They charge a high rate of interest and realize the debts with interest first, 
showing rent in arrears. 

(3) The profe.ssional moneylender charges a high rate of interest and his dealings 
are not fair. 

For Government to establish a cheap money lending agency in competition with tbe 
makajm does not seem to be practicable or advisable. Tbe only salvation seems to 
lie in co-operaiive banks. 

Pari B. — Agricultural borrowing for purposes of marketing. 

Question l,--Cultivatora of small holdings sell their crops to their creditors on the 
spot, who, in their turn, bring a part of it to the nearest market, reserving the rest for 
relending. Cultivators wuth big holdings bring their own grain in their own carts to the 
nearest market. 
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Question 2, — Tlw? marketing of is fiiianmi partly by big gratu inrrrbanU and 

fMirtiy by exporting firms Ihrougb UK-a! big meiehaiits. 

There ia no co-operative society here. 

Question 3. — In the case (tf marketing itis cr%>p then* are no sjkv ial charges, but the 
cultivaitor has to sell cheaper than the barar rate. He has to pay Be. Olid for a 
hundred rupees worth o( grain lie sells, but has got to pay nothing to ilic datal or to 
the beopari. 

These charges do not vary except in cotton, for which the cultivator is not 
required to pay anything. 

There arc no otlier incidental thargCH. 

Question A. — The cultivator stores his grain in iothas made of mi\d. 'Vlus is the 
only suitable means for this part of the country. In markets the grain is stort^d in gunny 
bags. No improvement ran be suggested. 

Question 6. — There are no markets or bank godowns here. 

Que^fton 6. — The American system will not work in a primilivc agricultural district 
like Budaun. 

• 

^ue^fion 8, — llie system <jf weigliment is m»t saiisfactory in tbo grain market of 
Budaun city. The thekedari system is the r<x>t of the evil and should be abandoue^l. Only 
licensed weighmen should bo allowed to weigh. 

Question 9. — Kxf>orting firms and eonipaniis are not gnilly of Hpecnlative di'alings in 
agricultural produce; but they can control prices to a certain extent if they (rivals 
firms) make a cons(>iracy to do so. No rase r»f sjHTulative dealing has occurred so fur. 

Part (T . — Extent and nature of agricultural ind eh tod ness. 

Quesiun 3A. — The Lund Alienation Act has not resurted in any undue tesiriciion 
of an agriculturist’s credit. It lias resulted in ibc rcplaceiiunt of an ordinnrv bnnia by air 
agriculturist moneylender. 

Question 5, — The special cause for the indebledness of the jand-owning classes is 
extravagance, e.g., a father dies leaving four sons: eneb keeps up flic same style 

of living though the income is rtHluced to one-fourfb, and imikes ).«) efforts to increase 
his income. 

Seventy per cent, of tlie indebtediiess is due to a higher standard of living than 
is warranted by the income, uiid 1)0 per cent, is due to fdber minor causes, 

marriage ceremonies. 

Question 6. — The rate of interest ranges between T2 per cent, and 21 per rent. pf,;r 
annum according as the amount of debt is big or small. 

Part D, — Credit facilities in respect of agrirwlfi/ro/ production find marketing. 

Question 1. — The Opium department advances mt>ney for jMippy (priKliictionl. 
Khandsalis^ who are gc*nerally jirofessional luoneylenderH, advance money for Kugarcaiie 
production. No other department or bank advances money for cn*p }>ro(luctioii. 

The existing credit facilities are adequate. 

Money advanced for sugarcane prodiictiou is advanct^il t.n a higli rale <»f interest. 
The khandsali is by no means a fair dealer. He has no sympatbieK with the 

agriculturist and tries to make as much money out of him as he can. The only remedy 

seems to lie in co-operative banks. 

Question 6. — The total amount for agricultural finance is roughly Rh. 87, (X), 000 for 
the district. About 70 per cent, of this is invested by the cultivator himHclf, and 30 
per cent, is borrowed by him at a high rate of interest (which comes f/i R«. 90.10.000). 
The average amount required for ogriciiBural finance in respect of one acre of land 
is Rb. 10, the total area under cultivation of this district being roughly about 870,000 
acres. 


part E. — Land mortgage hanks. 

Question 1. — ^Long-period debts are obtained by zamindars (landbirds) to ibc extent 
of about 60 per cent, of the value of their landed property. 

Long period debts are not obtainable by tenants of any kind, 
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Question 2. — ailvaiioea art* available on the secrurity of landvd [»ruj>tirty, 
and in tbe canc of landlords there are no difiiciiltieH. 

Question 8. — Non transferability in the rase of tenants a^ ts as an iiii[>edimeiit to 
iong-terra credit and increaHeM the rate of interest. 

Question i. — Occupancy rights do not serve as adequate se(urity for iung-icrai credit. 

No modification of the law is »U|<gested as it will do no gf^>d *o the tenant. His 
inability to borrow long -period debts is in itself a boon. 

Quest wn 7. — The vaiue of [ uva \ be calculated (ai ilie basis on wbicli tiu: value 

of land is calculale.! wlicn moocy is ndvanct'd by (iov«rnineni under A<« XIX {ta(}avi). 

In iny district the value of land is based on profits, irrcspeLiive ( f the nature 

of tbe soil. If the condition of the land is precarioir**, or flu- (en:iiits bav. ?}. rcqmtation 

of being bad [laycri^, the value of decrouacn. 

No land has been sold for nonpayment of land revenue, so it cauu i be said 
whether Hueh J<alc will fetch 20 times the pn<ij(, which is the average sale jirice of land; 
probably il will. I’ric'H obtained by pnvale iicgotialiona Jirc hij^her than liu- prices 
obtuiiK'd by Hfiic on a di*(*tee, prcHiimably because there is fear r»f fiirtber litigation. 

The [»ruj>ortion of the annual net yield of average quality lanl to its market 
value under norrnnl condition^; is 5 : 100. 

l*art G. — Snuill industries allied io agriculture. 

Qucslioti J . — Gur uiMking, ct.nnji ginning, hand >pifii!ing, gi(A\tii .,>1 kTuci'o and 
vegtdables, ban ^string) making, mai making, and Ij-isket making aic ilic mdu-lrit's allied 
to agriculture. 

Question 2, — 'J'lic c<»ndmun < f these iiid»i>iiie- i-. guod. 'i'lniig- uie n.aeulaeUircd in 
umirdance with the local demand and are consumed locally. IJand-Bpinning is the 

only induHtiy which can he expanded uiul improved, but il cannot empete w’ith 

machine thread and is iliorefore not suOiciently ptiying’. Other articles manufactured 
are not worth exp{>ning. 

Question 8. — In vie w ot ihc pre-'cni rireimj>laii( . - rod illitcrai^ ' I' tiic ugneu!- 
turinfs, the only industry that run he .-uggesh-d i-; hand ^(Miiirng ; uajjkmg capital is not 
required h»r the purpose. 


Pa rt }J . — Small u rb a n i u du s tri es . 

Question j. — In most ea^es the lotisa , hac'^is to^ smali (iipual. in a iew cases he 
boriMWa small sums lor a short luriod form iho po fessinnal inunoy lender. 

Kaw maierial and iinplemeuts are j»urcliased locally. 

M^ares are disposed of in local markets. 

The artisan geuerully has his own shop m tlie town and 'cils hi& wares to the 
public directly. 

In the case of ariie]<'s e\[»ort<Ml, c.g.. ariicii.s made (d eardluiard, 'peciai wholesale 
raJles are charged from traders. 

Question 2. — h'oi furniiure making tlure are turkhanas . Theiv are n> iniddleruen. 
Articles are sold direct to the puhlu. 

Karkhanndars get all tbe profits; workers, apprentices, etc., get fixed wagee. 

This is not an industrial town. No tendency for artisans to drift from their 
homes has been noticed. A few harkhanas tlmt exist were established onJv a few 
years ago. 

Question 8. — 1 am not aware of any instances ;>f sweated iuboiir. 

It is very difficult to organise an illiterate body of workers, who do not 1 :do'V 
the merits of ci^-operation, and eye with suspicion evtm their co partners, to protect them 
against exploita'Iion. 

The e.xiBttng haradri panchayat system only deals with social affairs. In case 
of artisans who have a haradri panchayat system in existence it is easy to make the 
panchayat deal with economical affairs also. 
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Part J. — Internal remittance and negotiable inetrumartte, 

1. — No fai'iiities are available lo the public b>r internal roniittauce. MuUey 
ID Diost caffes is reinitteti by inoney-(»rder8 and by iimure<i packeU oontaininjj currency 
notes by j>ost. 

Question '2 . — riaotically no pari is playcii by negutiulde instruinonts in the internal 
trade of the district. 

Qui^stiou 3. — Tbe supply bill sysuiu is hardly utilised in this district . 

■>. — Reduction in luoney-ortler fcea will facilitate mutters. Veen nhould »1 
least be reduced in the case of big rcniittanccK to afford facilities to traders. M<»ney-order 
remittance is believed to he the safest way of remittance. 

Qucstton tj. — \crv few hutidis are issued in this disinet 

They are sent to Calcutta and Boinhay also. 

Qut'^tiun 7. — Relialde tinus can borrow iluiing ihe jirocoss of marketing, hut on 
{>er«c‘nal ^•'vuriiy, not on the security cd any instruments. 

1 1 . — i .N'1>1 ( . KN O rs »A\ KINO. 

Part a. — Consolidation af itidiyenous banks, 

JA.~ Thf^ .scheme for a ( las.s oi' licciist'<t or registered n»nne> lendera appeurn 
attractive, but bristles witli dilVunlticH. It will be dillicult to contvt)! ulume of privileges, 
‘i’he jxissibiiit Y of tlse scheme sliould l»o t'Xplored. 

Non:. — In view of the failure of e»»'Operalive banks in the distrief, big zotnindars 
and otln r ric) persons have lost all faith in the co operative banking system. If any 
hank.s arc .^farted in the district it will not be possible to raise the capital here. I'he 
capital tnu^i come from outside. When the bank works salisfactorily and money- 
lenders find nc* clients, tiny will invest their money in kx'sl agriiuiltural banks, provided 
the banks are run on (loverninent stH-urity. 

//. — Defects in statutoiij and cnstoniaru lair rcyardiny rcrorenj of debt. 

Question 1. — The .statement of the Uo\al ( ’oininisHion regarding obstacles in eke* 
cution of tlecret's i.s (piile true. 

7'fie |>riricif>aJ dinicultie.s that ilie cn-ditor cncouniris \\licn endeavouring lo 

recover a (lei‘t l>y priwe-^is of law are the folbming : 

(i) Si rvicei of notice <»n judgment debtor. 

(.it k'nvolous objcHtiruiH raised by jud';ineiil del>Uu's, friemls or rehitiveH regard- 
ing the ownersliip of the pro|>erty attacVic’d. 
iiij Frivolous objectK'iiH regarding srTVice of notice. 

(iv^ I>»ng adjouriimonls common to tivil courts. 

The.se may he removed by the establishnu rit of H|K*cial c«»urls for disposing of 
cases of agricultural debt. 

in. — I nVKRTMK.NT habit AM) A'riUAtTJON OF CAflTAI.. 

A. — Encouragement of saving and inreslment habit. 

Question 4. — Postal cash certificates are not popular in iny district. 

They should offer the same rate of interest as hunks, or even a little higher. Rut 
they will not be popular until the illiteracy of the people is removed. 

4A. — Owing to the appalling lark of education, the English national 

aavings system is not practicable in this district. 

Question 5. — IVist office savings banks afford adequate facilities to the investing 
public, but the ratea are too low to attract investment. 

Government officials and deadera who do no moneylending business take advantage 
• of the various facilities for investment offered by the Post office. Increase of intCTest 
would attract other classes. 

Question 6. — It is true that ihe rales of interest on postal cash certificates and 
treasury bills are so favourablo as to create competition lietween Govlirnment and banks 
in attracting money. I regard sneb competition as healthy. 
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QueMttoii 8. — It would not promote the savings habit if public bcxlies like moiii* 
^ipalitieff wore to afford savings bank facilities. 

Question 9. — Small agricoltuhsts and small investors will not invest any money in 
government securities so long as they can invest it more profitably by leading it to their 
poor neighbours. 

Question 11. — ^Those who do moneylending business lend their surplus money. 
Others bury it under the ground. It remains dead money for years and years. Sometimes 
the owner dies without telling anything about it to bis heirs, and the money remains 
buried. 

Question 12. — The farmers lend their surplus funds to poor farmers. 

Question 13. — I agroo with the view that in India the banking and investment habit 

is of very slow growth. This is due to illiteracy— first and last. 

General elementary education may bo the means of getting the people to invest 
their savings in prcKluclivo undertakings. 

B, — Cheque Jtabit. 

Question 1. — The checjue habit is growing in India, but very slowly. 

Question 2. — The abolition of stamp duty on cberjucs has led to an increase in the 
use of clieqiies and <hc opening of more account s. 

Question 3. — A few goveniment ofticials use cheques in this district. 

Question 4. — For Government to pay by cheque compulsorily would be di.sastrous. 
But cheques shotihi he accepted in payment of government demands, e.gf., payment r-f 
revenue. People will s(X)n see how they are saved the risk of carrying money. This 
is the best moans of making ehoqinfs popular. Ixxjal municipal and district hoards 
should a’so accept che(|ues. 

Post offices should open cheque accounts; saving banks will become more popular. 

Question 6. — There is no means of making it possible for the illiterate to use 
cheques; remove illiteracy first. 
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Mr. J. F. SALE, I.C.S., Collector, C&wnpore. 


RepUtt to the questionneire. 


I 

I. — Aoricdltubal credit and credit faculties. 

Part A. — .Agricultural borrowing for purposes of production. 

Question 1. — Agriculturists l>orrow from village inono.vlenders usually, ond from 
Oovernment iu the shape of taqavi. 

The purposes for which they l)orrow. and the proporiion of the debt, distributed 
Among such purposes arc given below : — 


For 

repayment of earlier debts . . 


. . 8 per cen t , 

II 

payme nt of cumulated interest 


••41 

1, 

marriage and other social lunctious 


. . 10 

II 

famine and other kiridtio’ distro-s .. 


-.10 

II 

payment o: land revenue or rent ». 

I • 

..15 

II 

seed 


. . 30 

•1 

agrioultural implements 


..3 

II 

litigation 


. . 3 

(I 

p r base of plough or other cattle.. 


..5 

II 

sink'n : of ^^elL 


. . 5 ,, 


subsistence 


..20 „ 


Of the total debt alxmt CO per cent, is borrowed from village money Jendors, and HI 
per cent, from Government (taqavt), while al>out IH) per cent, is in cash and 10 per cent, 
in grain. 

Cash debts are generally for long perirxis; but the grain is borrovnl for about six 
months, i.e., until the ne.xt crop is ready. 

Question 2. — The rales of interest vary from Kh. 21 tt» Us. 37 B per rent, per annum 
for cash loans; and from a quarter to half the quantity advanced, for si.x or seven months 
for grain loans. 

Compound interest is charged if the amount is not reali/.ed in lime. 

Incidental charges are registration charges and stamp duty on mortgage-deeds 
in the case of land and bouse property. 

Question 3. — Land mortgage, standing crops, bonne proj>crty and ornamentH are the 
usual securities. 

The occupancy tenant is more indebted than the landlord, and tlu* tenant at-will 
than the occupancy tenant. I’etiy zanuindars who are n(d lamhardars are however luiavily 
indebted. 

Occupancy tenants and such zemindars as arc lamhardars are generally less encum- 
bered than others. 

Land mortgage is increasing, but debts swjured on ornamenU and household pro- 
perty are generally given preference. Debts on standing crops come last. 

Question 4. — Payment is generally demanded at the harvest time — failing payment 
suits are filed. 

The cultivator generally borrows grain at a lower rale and repays at rates higher 
than the prevailing market rates. 

Question 5. — The more intelligent cultivators take loans under the Agriculturists 
Loans Act and the Land Improvement Act, but others do not borrow taqavi frequently. 
No loans are taken for tanks and wells on account of the difficulty of giving security. 

The punctual and strict realization of taqavi is generally disliked by the cultivators, 
’Who on this aooonnt prefer loans to taqavi. 

In abnormal years the demand for taqavi is greater than in ordinary years. 
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The taqavi is not very popular among cultivators as there, are a good rnanj 

practical difhcuitiea and trouble in securing taqavd. An indobtcMl cultivator is usually 
tf>o afraid of his creditor to take taqavi, for fear of his oppression. 

The distribution of taqavi by n special staff with the least possible intervention of 
pattearin and other land rt^cords officials would be an improvement. 

Question 7. — The cultivators are usually the victims of their village moneylenders. 
The cstahlishrnent of eo operative rural banking units available in each tahsil may ink* 
prove the condition of the cultivatora. 
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Shan Bahadar Monshi MAQSUD ALI KHAN, B.A., Collaotor, 

Mainpori. 


Replies to tlie questionnaire. 

1. — AOiKICULTURU. cRIDIT ASU CIUDIT FUMI ITIKS. 

Part A. — Agricultural horroinny for purposes of productum. 

Question 1. — Agruulturistw in distru t Uirrow iiuauy from village iiu»m\vlentU*r#, 
cooj>eraiive siK'ieties and, in ease of famine, from Goveriiiiient . 

They borrow for — 


(i) Uepaymeni <»f t arlier debts ... ... 10 per cent, 

(iii) Marnago and <*ther stuial funelions ... ... 10 

<v) raynjent of land rovenne or rent ... 1*2 ,, 

<vi) ... ... ... 1*2 

(viii) l''xpt‘iises of eultivation ... ... H ,, 

tix) Agririiltnral iinpleinents ... ... o 

(\) Ijitigttium ... ... ... ‘'i 

(\i) i’urdiase of ]doiijgli or other eatile ... ... 12 

(xiil Sinking of wells ... ... ... 24 ,, 

I XV) Sulsistenee ... ... ... 2 


The dehl is tiivideil urnong village moneylenders 85 per eent., and «a) operative 
eocneties 15 jkt eent. 

I>ebts inenrred in cash and kind are tV() jK?r eent. and 25 |M’r rent, respi^et ively. 

Dt'hts incurred for long peri<Kis are 75 per cent.; for short periods, *25 [ter <f‘nt. 

Quest loti 2. — The rates of interest <'harged are 2 to |>er cent. [>er month on (’ash 
loons. On grain loan.s satnn is « hargtnl for each harvest, that is 4 jmt cent. |M*r mcn»em. 
Thirty-seven and half per <ent. is chwrgid for other loans fM'r annum 

The inefiiod of cJilcnlafing the rate of interest i>rdinari}y is hy Hindi montlm^ 
inten*sl lor six months being added to the prineipal. 

Tl;e rates of interest are exorbitant. 

Th' re are no other ineidental charges. 

Qt.e.stwn t ). — Herminal secuniy is offered for <idvances tf» la* re<'overed m kind or rash 
at the next harvest; othcr^^iss' iltienments are written mortgaging landeii projMTly or 
ornaments. 

I.andlordK are (‘oinparatively niort- indebted than <K*<’npaiK*y tf‘nantH, 

Zupnhidarfi, (xrijpamy tenants and tenants a! -will are indei>ted to 50 per cent., 
30 }>er cent, and 20 per cent, refipertively. 

Laml mortgages are increasing day by day. 

Question 4. — Agriculturists are generally indueed to arrange for iiiiyment wdien tlio 
crops arc ripe by threat of distress ,>f the crt.ps 

The cultivator lH»rrow'S grain at one anna iMdow the prevailing msirket rate, and 
pays one anna alx>ve the rate when if is repaid, i.r , the tenant gets h’Sn and has to pay 
more. 

Question 5. — Cultivators generally t:ike advantage freely of the faoiliticH provided 
by lx>th the Agriculturists lioans Act and the Land Improvement Art, but in some caHea 
they use the loans for other purposes than tho3<' for which the loans are advanced. 

In abnormal years the cultivator l)orrow« 40 per cent, more flian in normal years. 

The following are the defects in the iagaci system : — 
fl) It is not given ir time. 

(2) It is not given acvording to reqnireraents. 

(3) It is collected at any coat within the fixed time. 

PanchoyaU should be formed in each village and tagavi distributed according 
to their recommendations. The rules should^ also be made more flexible as regards 
ooilection, and remissions should allowed wher^* justified. 

Khan Babaditr Munshi Maqrud Ai i Khas. 
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Question 6.-1 know of no instances where cultivators combine together to produea 
particular crops. In niy opinion the system is not practicable. 

Question 7. — The present system of agricultural borrowing is ruinous to agricuUurista 
in the long run. The only point in its favour is that the village moneyJe^er is often* 
willing to advance money on security which would not stand scrutiny, and is handy 
whenever occasion arises for borrowing. 

The only rerruidy that I can think of is tlie expansion of the co-operative credit 
lysicm. For this the diffusion of general cducalion among the vil'age masses is very 
necessary. 

Legislation for the pur}X)BO of putting a limit on the rates of interest charged by 
the moneylenders will probably not prove effective, but courts should exercise their 
discretion widely in cutting down exorbitant rates of interest. 

Part li. — Agricultural borrowing for purposes of marketing. 

Question 1. — The j)eople generally sell the produce to grain-dealtTs in the villages, 
or themselves carry the produce to the markets. 

Question 2. — Money is not lx)rrowed for marketing crops. Co-operative 8(x:ieties do 
not help; in rny opinion they should. 

Question 3. — Cultivators have to pay ortly the following charges for marketing 
their crops : — 

* (V>mmi88ion agent (arhaiia), one pice per rupee for weighing. 

On wholesale, 6 chhattaks per cart to chaudkarif etc. 

Tlu^so charges do not vary with different crops. 

Question i. — Cullivntors store their grain in khattis, bukharis and kothilas, etc.^ 
storing hhusa all round the grain kept in khattis and bukharis. 

In marlv<'ls they Btore in gunny bags (boras). 

Part D. — Credit facilities in resped of agricultural produdion and marketing. 

Question 1. — Government gives advances chiefly in limc.4 of agricultural distress. 
Co-oporaiivo hanks, indigenous hankers, professional moneylenders and grain merchants 
also give loans for agricultural pur[>oBe8. 

The existing credit facilities are inadequate. More co-operative banks may be 
o|)cned. 

Question 2. — The credit agencies mentioned above do not take part in the market- 
ing of crops. 

Question 3. — There is no coordination among the various credit agencies. There 
is scopt? for improvement, if the tenants co-opcral.e. 

Part E. — Land mortgage banks. 

Question 1. — Ijiuins obtained by landlords are usually for long periods; by tenants 
of variou.s kinds for shorter periods. 

Long-period loans are available generally on landed security. 

Owing to paucity of lenders money is advanced on high comp<nind interest which 
increases rapidly ; debtors cannot pay the debts and consequently lose their lands. 

Question 3. — Non-transferability in the case of tenants does act as an impediment 
to long-term credit. 

Quf.^fion 4. — Occupancy rights do serve as adequate security for long-term credit 
as coinpared with non-wcupancy tenancy. 

1 am distinctly against any tenancy rights being made transferable. 

Question 5. — Laud mortgage banka will be distinctly useful in solving the problem 
of long-term*' advances in this province. 

Question 6. — One such bank will do. 

There should be a government guarantee for at least 60 per cent, of the entire^ 
working capital. The rest should be subscribed by members of the classes whom the 
bank advances in this province 

Forty years should be the maximnm period el the loans advanced by a land 
mortgage bank. 

Khan BAKAntra Mumm Maqsud Ali Khak. 
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Land mortgage banks sbonld obtain working capital from (i) deposita* (ii) daban* 
iarea, and (iii) a central institution. 

Debentures should carry a government guarantee for both principal and interaat* 
H debentures sre not taken up by the public within a certain time, Government should 
take up the balance. 

If Government undertake any financial obligations, a margin may he left for the 
purpose. 

Debentures should rank as trustee securities. 

The following changt's in the existing law or special arrangements m favour 
of land mortgage banks are recommended : — 

(i) free issue of certificates of encumbrances by the registration office, 

(ii) al>ohtion of stamp duty and registration charges, 

(iii) notification of proposed mortgages, 

(iv) simplification of the process of foreclosure and sale. 

The Collector may he empowered to manage defaii'tlng estates. 

Land mortgage banks should he co ordinated under an nll-Tndia contra! institution, 
and should be constituted by representatives of the provincial banks. 

PuMtion 7. — The value of land should bo calculated at 25 t'lnes the annual profit*. 

The market value of land generally in this district is estimated at Jl2 times th« 
not profits. 


Pari P ^-^o-ojitration. 

QutHion 2. — Co oficrative soeictica have no difficulty in raising short or long-term 
capital. In feet they have to raise very little short term capital. 

Question 3.— Tti Mainpuri district sufficient capital is available in financing the co- 
operative movement. 

Question 4. — Tt is possible to stimulate the growth of the cooperative movement 
by financial concessions. 8uch ac'tfon is desirable. 

Part H. -Small urban industries. 

Question 1. — Cottage industries require no financing except woodwork, for which 
money i.s borrfiwcd from private rnoncvlenders. 

Tt 0 artisans get raw materials and imp’ements liKally. 

Their wares are sold in local markets a.s they are not turned out on a largo acalo. 

Middlemen and large deale.r8 do not exist here. 

Question 5 . — An industrial hank will he suitable where cottage induHiries exist on 
a large scale. It should he a joint-stock hank. 

The bank should issue loans to artisan societies as well as to reliable individual 
artisans and firms. 

Question 6 . — Rales aasociatinna, d*'p6tg or emporia should he (organised and managed 
by private companies, but government assist a nco is essential in the initial stages. 

II. — Indioknous banking. 

A. — Or^yanisation of indigenous banking. 

Question 1. — No indigenous banking on a large scale exists in the district. There 
is private banking on a small sc.alc. 

The hankers carry on the moncylending business. Bmali loans are usually advanced 
on securities, or without necui at all. at high rates of interest ranging from 25 per 
cent, to 37i per cent. 

Indigenous bankers often combine other business, such as dealing in grain. clotH. 
etc,, with money lending. 

Question 2. — ^The principal part played by indigenous banks is in financing agri* 
culture. 

Kbav BAHAnmi Mimsm Maqsud Ah Khan. 
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Question 3. — ^Tbe capita) in tbe case of the average village hania is Ks. 500 to 
Ba. 2,000. Their bnsinesa ia limited to their own village, ar^metimes to a few neigh> 
bouring villages. 

The average net return is estimated at 15 per cent, of the capital. 

Question 6.->-Tti((igenoiis hankers mostly do not keep regular accounts. 


Kban Babadub Munshi Maqsud Ali Khan. 
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Mb. C. L. WALLACE, M.C., I.C.S., Deputy CommiBeioner, HardoU 


Replitt to the quootionnalro. 


I. — AoHirULTlttAL ( BKDIT .AM) t It EDIT FACILlTIRa 
Part C — Extent and nature of agncultural tndebiedness. 

(Question 1. — (<j) I hav<* friuned an winch I ha\c ainvt><l at hy clcacly 

inveati||,(ating the circiiinstanceH of a typical villag< named Tateura in the Hardoi diatnot, 
and by <onHulling the rc< ords td tlic sale othc<*r. the H*^8iHtant regiHtrurs, and «'\iM*iition 
of decree files of \anou» r<\einie courts. The circutnHliinccH of 'futeura are parti* 

cularly illuminating, and in answer to (pieHlioti no. lid), I show pariicultirH of jIh financial 
aff'itrs. I niuv fla\ that the result of the enquiry in this Milage shows the t^xinting indebtod* 
n< ss of the ugriciiltiiriil (hisses in Hurdoi district to he (>0 per (cnt. In this village, with 
an area of .‘i,(KX) bighas and inairilaining a population of l,G(K) souls, theie u* a debt of 
Its. ^4, 201 ujMUi the agruiiltunsts aiul tlu' land(»vMung (I.iso-ch The (rediiors are 
nearly all looncv lenders 'PhiH ^hows that the aies of O.fXXi highus is passing rapidly 
to IIk* halld^ of lenders wlio arc themscheH not cflicient faniu rw 

The fig ir»-s of mortgages and sales’'' jn the distiut extracted from (he rcgiHtrafion 
ftflices for rMcnl \Mir'- are as follows • 


Year, 

Mortgages, 

i 




,L,.. . _ 

Rs. 

Ra. 

1928 

. . . . 

, . 

15 , 21 .H <]6 

9 . 60 . 92 B 

1924 


« • 

17 . 04 . .M 5 I 

8 ,'’ 6 . 85 l 

1925 



l 5 .(X 2 . 04 d 

10 , 85,292 

1926 



16 ,'» 0 , 7 Tl 

837.868 

1927 


, , 

16.05 592 

10 , 68,720 

11 X 28 

• * 


29 . 77,481 

11,08 676 


Total for six years 

•• 

1 , 01 , 04,057 

fid , 06335 


Thus the \ early average is Hs. lfi,,St,fK)t) for inorl gages and lls. t),77,S04 for aalei. 
The figures for sales m the sale <»j3\ce relating to aneestral projKTtics during the lout thrcMi 
years are as follows . — 


192 v2G 
192(>.27 
1927-28 

The average per year if 


Bi. 

4 , 00 . 0)0 
8 . 0), 000 
X2,50d>00 
8 , 16,667 


*Note . — These fig»i*’e» r late to all kinda of immoveable property, i.e , land aa ‘iNrfl 
as houses and houHp-f»ro(Hjrty of every kind. 

Mb. C. L. Wallacb. 
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Agricultural loans have been granted during the last three years 

as follows 


Act XIL 

Act XIX. 


Rs, 

Ba. 

1926-27 

.. 1,81.666 

56,257 

192-28 

931 

8,505 

1928-29 

1.74.3X9 

7,250 

Total 

3,06,916 

67.012 

The average per year under both Acts is Rs. 

1,24.642. 



Tims the total amount of encumbrances ojK>n the people of Hardoi district as cal- 
culated roughly from the above fiourccs would he Rs. 36,03,122, thr population being 
1,041^,000 and the total area being 1,484,591 bighas. 

Besides tbeae figures, there is a very large amount of dantgardan loans and loans 
on pronotes. For example, in a small village like Tateura, which has only a population of 
l,6(k) souls and an area of 3,000 bighas, such loans amount to roughly Rs. 4,000. Over the 
total area of the district and on the hitiil population sucii amounts would roughly come 
to betwetm 20 to 25 lakhs. 

Figures like these, not being exactly accurate, do not indicate any exact con- 
clusions beyond tlmt indebtedness is increasing rapidly and that the majority of land- 
owners and agriculturists arc in debt. 

(h) The manner in which the (‘stirnate has been framed for the indebtedness of the 
agricultural classes is to ascertain the total number of tenants in a particular village; then 
to ascertain the number of tenants who are in debt through the medium of the patwarts 
and other sources in the village. 9’he percentage of indehte?dnes8 by tbese means was found 
to be 60 per cent. 

(c) By the same agency details of indebtedness were found to Ix' — 

(i) (a) Registered mortgages ... ... ... 26 per cent, 

(b) Unregistered mortgages ... ... ... 37 ,, 

(ii) For houses, etc. ... ... ... ... 37 ,, 


Total ... 100 


(d) I have framed an estimate for mauza Tateura in the Hardoi district which is 
a typical one. This village consiRts of 360 houses with a population of 1,600 souls. 
Out of this population 500 are members of the landownini? clasRcs and 1,100 belong to the 
agricultural classes. The total area of the village is 3,000 bighas out of which 2,000 are 
cultivated. There are 125 families belonging to the landowning classes and .300 families 
of agriculturists. Of th© 125 landowning families 67 are in debt. Out of the 300 agri- 
culturists 189 are in debt. This gives a ratio of 60 per cent, roughly. 

The amount of debt of these two classes in the village is as follows : — 



Total 


'"■o-opera- 


Details of bankers. 

|s 

!z; 

amount 
of debt. 

Tag avk 

tive 

societies , 

Bankers. 

I e-jia- 
tcred. 

Un- 

regis- 

tered. 

Knamli, 

Dasf- 

gardan. 


Rs. a. 

Rd, a. 

Us, a, p. 

Bs. a, p 

Ks. a. 

Rs 

Rfi. a. p. 

Rb. a. 

189 

I 12,007 2 

6f>3 12 

Is 40 7 6 

11,107 14 f> 

2,856 4 

5,142 

118 2 6 

S,S60 8 

26 0 

67 

41,294 0, 

1.404 4 

S‘33 0 0 

39,066 12 0 

35,069 12 

1,093 

2,444 0 0 

A54 0 


Mb. C. L. Wallaob. 
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The causes of debt among tb« landowning cUsaea have boon ascertained as — 

(1) bad crops, 

(*2) ancestral debta, 

(Jl) marriage ex|>eiiHe(#, and 
(4) litigation. 

Eight of the landowning faiitihet^ have within rtvent veara roiiipletely diaappeared 
for these reasons and have been inergeMi in the pati{H*r class. The debts of (he agrioulturists 
Are due to (1) had cro()s and consequent failure to pay the rent, (2) to marriage expenseSf 
and (3) to litigation. 

Question 2. — ia) The j^riru ijml mxliltjrs and the amount of debt due to each clans 

are : — 


Government 
GcKO;;orative societies 
Profcsiional moneylendors 
Grain dealers 
Richer a^ricultarists 


5 pec cent. 
7 

f)B 

Id 

10 


Quesiion 3. — 1 do tiiink tliai a.'^ the result of tlic enforced payment, of debt, land 
amt the rights in land are passing into the hands of jMH>ple who are not cfticicnl farmers. 
Forty ptr ccf>t. i)f the liiidtxl jiroperty in llardoi distrut has already changed hands and 
tiu’ rest is rHpi4tly passing inn> llx' hands (»f non-agri<‘ullunil <iasMi‘s who, in this district, 
are not eftioienl fanners. 

{b} The above i>roee»s ih having a very had oeonoime effect and ouuNing marked 
apathy in tlie eiilt.vators There ia no desire to produce clVieieiit eropa, partly hecauao of 
the rapid tran.sfers of projurty, and partly from the encouragement by the law of small 
proprietors wlut rome irit" existence through ( Xiessive partition and KM’k rent the cuUjvaU)rH. 
The facilities fur carrying out ejectment — and, what is more important, the threat of 
ejectment- (orirnlmte also to pro<luemg a m*gligenee and apathy in ugnculiure among 
tho ciiltivaltirH. 

Quest ion “1-1 estimate oO jH’r eeul, of tlu’ lund(»uning ( liiHses at least to he in debt 
in the Hanlm district. 

Question b . — 'I'he causcH of the iiideht'dness of the landowning classes and the pro- 
fHirlion due to each t-auHc are roughly one tt ntli for social ceremonies, ono4enth for pay- 
menl of aiu'estral <h ota, one fourth fc^r payment (>f land revenue, ont‘ fourth for litigation 
irnd the rest h r agricultural improvement. 

yucAfion 0.-- In sei ured <iehtH ihe rate of inlert-r.t is from He. 1 to 1 H |>or cent, 
monthly; while in uiise<ured debts the rate i» from lU. ‘2 to Us. 3 2 per cent. moiiUily. 
-Agrieult j'isis geiieially horros\ Us. 10 and pay Kuiek Its, 12 in tlu' year. Houghly Ihe 
rate of interest may he -aid t(j he 15 per ceiit. |a*r annum. 


Pa rt F. — Co operation . 


Question 1. — (a) There are no relations hctw^eeii imAl co-operative banks and joint 
st^M k huuk«. Indigcm u- hankh do not exist in llardoi district. 

Quest ton 2.~- Co (>j>erative s(K’i«;*i ie« exp<Tienee great diflieulticH in raising any sort of 
■capital at ..11. Cajiital is generally him u red by nresHure being brought t)!! prominenl pers<inH 
to buy shares, c.j/., pressure by appealing to their patnotisui. The HjHJeial difficulty i« 
psychological. No ficrson with capital to invest has any trust or confidenee in the integrity 
of his fellow inhahitantH in the distriet. If no dividends are declared after the first year’s 
working, the depositors dciriaDd their money back, and it becomes iru{>ossiblp icj sell any 
further shares. Small sorueties rai.se capital by borrowing from the central diiftricfc bank 
which «*ontiniH‘s to lend until it« funds are exhausted and co-operation then conies to an 
end- (..V>-op<"rati%'e munetien can mily flfJiirish in sjaxually .seJocted areas wlnre men erf 
intogriiy can l>e found io 4oiiduc< their business for them. 

^uesfiort 3. — 3'bere is more tlian sufficient capital available for financing co-ofM^nitive 
movements; but, as 1 have p ^texi out above, this capital is not invested becaase iha 
dc|x>eitors have no confideiue at all in the integrity of the staff of the banks. 

Hr. C. L. Wallace. 
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Question i. — (a) £ do not txilieve it poaBibk to sliniuiaie growth bv riuaociai conces- 
UiOiiH. The HuaeftH of the co-operative movement dej>t*ndH entirely ujkmi the personality 
and integrity of the persons sinw-rvising. The ineintiers of co-operative societies are not 
audificntiy advanced in sense of citizenship to act vmiIi foresight or uriderstand the ineaniug 
of the co-operative movement. Buccx*s» at present therefore de[>ends not upon financial 
conceasiona, but u|Hm the personal administration of sonic prominent i>erson who is uni- 
vernally respt^cted. 

Question 5. — I do not believe (hat the establishment of any provincial bank would 
gtiiniilate the uiovefiient at present. Financial assistance would never be refused, but 
at present obligations to repay loans are generally evaded and liquidation is resorted to. 
There are urj(loubte<ily societies which would henefit by entering into relations with a 
provincial bank; but 1 am unable to say that there are suflicient societies of tliis nature 
to make the establishment of a provincial hank profitable. As I have point(*d out lu 
answer to (piestion lU). 1, the success of any small district co-operative bank or society 
is at present merely a tenqKirary phenomenon dq>en(lent on the fH-rsonality of some 
person of mtegrity and higli standing who devotes all his time and interest in furtlurance 
of the sfsiely. If that man is removed the society generally falls at once into neglect 
and the <o-opcnitiv(; movement comes into disrepule. Such psyclK>logic;il factors wriuld 
have to be taken into consideration by a provincial bank and their existence would much 
harnfN'r hu si ness. 


Purl Cl. — Small industries allied to affricnli u re . 

Questtitn I. — In llardoi ilistrict there are small industries such as (///r-makiug, sugar- 
refining, spinning of couniry cloth, manufacture of thiiinh mirrors jiiid small metal pots 
and the making of wasidiui agricultunil implemciit>, doors, boxes aiul siadi articles as arc 
wanted IcKially. All lliesc iudustrics are unorganised and practically cottage industries for 
the supply of some Unal market. The most organised subsidiary industry is r^wr making 
since there is a market named Madhogauj which giv<‘N facilities for tlie disposal of gur 
ond its exjKirt to other parts of India. 

Question ‘2. — Thes(‘ industries being (‘ntirely local, can only he inijirovcd liy improve- 
ment in the conduct of the markets. Want of (‘dneation and liltuiicv nuik»‘s it imjiossible 
for the producer to get in communication not only with other districts, hut even w'ith other 
parts of his own district. The main reason is psychological. 0\\ ing to mental and 
physical deficiency the jiroducer is apathetic and has no desire to exti'inl liis business. 
At present the middleman has local trade entirely in his hnnd-s; ;ind as the producer is 
often in his debt for purjxise.s of marriage expenses, paynuuil of rent, ot(., he is unable 
to free himself from the middleman. 

Question d. — (a) The construction of the Barda canal, the extension consequently 

of t'une ('ultivaiii.n, alTords some hope in the future that sugar-refiniiig husiness will 

increase. It would certainly pay a farmer to cst;ihlish sugar-refining plant to he used 
in conjunction witli his agricultural operations. 

(f>) At present farmers l<H>k exidusively t<* riovcrnmenl for securing working capital 

in the shape of a loan under Act XIX. This is not hecausc tlicy hav(' uo capital of their 

own. hut be(‘ause the rate of interest is so favournble and the li*ng porit.sl in \^l]ich repay- 
ment can l>e made is .so advantageous that the farnuT can spend liis .-apifal on some 
other purjyose. f am of opinion that capital does exist in sufTicicni quantities; hut out of 
an instinctive distrust of hanks and all forms of business investment, the farmer prefora 
either to bury his money or spend it in luiying land or jewcllerv. 

Part J . — Internal remittance and negotiable instruments. 

Question 1. — in) In Hardoi district there are no banks or bankers in the proper 
aena© of the term. 1 he public obtain cash ihrongh the rtiediuin of big merchants in 1110“ 
bazar in the 8ha{H'* of huudis and government currency notes. 

(h) The system works satisfactorily from the hx’al ptunt of view. I have no 
0ugg6sti<inB for improving it. 

Quavffion 2. — As far as I know hundis are generally used everyw'here. 

Mr. C. L. Wallace. 
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Quejftion 3 . — Supply bilb are not in backward dintrictB like H.*»rdoi. Ii would 

be a aiibaiantial gain to trade if supply bilb were made neirei>iable and capaliio of i^aue 
at all siib-treaHurieN, Tbe premium might almi Ik' reductd, for a peritKl at least . in order 
to [X>piilarize tbeir u^e. 

Quejition 1. — The e^stabliHhnienf of a branch of an i-xcliange hank would facihlnte tbe 
UHe of bills of cxcliiinge, particularly if tbc duty on tbcm is rcdu«‘cd for a iKrivnl at leaat. 

(^estio 7 \ 0 — (a) In backward districts like Hardoi, which are chiefly agricultural ia 
character and where trade is not much dtvelojH'd, htnidia on diinaud are used Tbeae 
htttidiif arc talk'd dAirshatn. 

ic) ffundts arc held l>y merchants and also hv <‘oiumissi(>n agei»i?^. They do not 
pass from liand to hand so freely an g<»vernrnent current y notes; but their cirrulalion i# 
easy enough ft)r all practical juirjtoscs. 

(d) I’hcv arc discounltd anywlicre in tht* district as well as ontsiili' it according to 
the netxls of the boldtTs. On empiir\ I find il»at there no s|h»cih 1 cent it or phn c w licrer 
diseounling is done. 


(For oral evidence s.-c pages — ti6. . 


uh. a i. wuiA(M. 
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ORAL EVIDENCE. 


Lacknow, February i, 1990. 

Present : 

Mr. E, a. H. Blunt, o.i.e., o.b.e., i.c.b., m.l.o. 

J)B. KaDHAKAMAL MuKKIUKK. M.A., vli.D. 

Kai Bahadur Pandit G. 8. TIpadhya, b.a. 

Mr. Mohan Lal Hah, m.a., ll.b. 

Kai Bahadob JUm; Mohan m.a., ll.b., m.l.c. ... 

Mu. Lakshmi Dab, b.a. 

i>u. Ij. C. Jain, m.a., li.b., i'Ii.d. 


{Witness: Mu. C. L. Wali^iAce, m.o., i.c.b., Deputy 'Commissioner ^ Hardoi.) 

The Chairman : This tabic of iTiortgaf(es and salos on the. first piigo of your written 
evidence relates to all kinds of rural property, liougc pro{)criy as well as land? — Yes. 

Art a inaitor nf fact, thjif is the Hunie with all the figiircs. T am getting the Regis- 
tration (Icfiartniciit lr» divide tlicrn out to se(* a roiigli proport ion bid ween the two so 
tliat we shall be able to get an estiinaU* of the figures for land by IhcmselveB. Who was 
it who did these 'Tateura figiin's? — My treasury ofl'icer and T. 

I think rtinc(’ thi'n wi* have recrived the ligurcrt of that viliagi' in another form*? — 

Yes. 

You arrived at the figure of GO per cent, indebted? — Yes, for agriculturists, 

'I’hat include!!; landholders as well as tenants?- Yes. 

In the other dist riels it w’orked out to about 60 per cenl. inde,bted under tenants 
alone. Of course, that is not the same thing. The moment you bring in your proprietors 
you send the proportion up at once, and also your figures were taken a year later, when 
things were vvoisc than at the lime when those figures were taken. Do landlords lend 
at all? — Yes. 

Mr. Sah ; Are landlord moneylenders included among professional moneylenders? — 

Yes. 

And can you further siih'divide this amongst landlords, monevlenders and inahajans? 

The Chairman : It has been done in the other form T expect. — Witness, Yes, al- 
though 1 have not made a special chiss for landlords. 

Dr. Hadhakamal Mukerjee : Do you include them among profepsional moneylenders, 
or the richer agrieulturisls ? — The richer agriculturists will be the best place for them, 
be'cuuse they call it taifari. 

Mr. Sah : Would not the 10 per cent, figures in that case ho rather too low? — I 
have not inquired inio the extent loan transactions, hut they would not lend at such a 
high rale n.s profcssitimil mom'vlenders for reasons of sentiment, and the agriculturist 
\isually borrows grain. Tliat is what he wants. 

Rat Bahadur JUihu Mohan LaJ : Have 3'ou satisfied yourself on this point that the 
rawiwdar moneylenders or agricvilturisl inonevlenderR advance money on easier terms 
than ordinary mnhajans ? — Y'es, much easier. The grain dealer though, who lends 
grain, is very exorbitant indeed; in fact he lays a crushing burden on the agricnlturist. 

Mr. fiah : Well, is this due to the fact that the zamindar moneylender has a 
hold on the tenant class? The professional moneylender has no hold on him. — (Witness) 
Yes, I think that would be so. 


Chairman. 

^ Members. 
Secretary. 


Mr. C. Il Wali^acf. 


*Not printed. 
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So that tliia Bocurity wliioh the pnifeasioniil moneylender hast for theae loi>n« ia 
mndb lesB than tbat in tite handa of the zamth^ar iiumeyieiuler? — Yea. Ho ia in a uitich 
airooger poBilion -as landlord. 

Then, in the necond piaee, os landlord he gels pari repay inent in aerviee and by 
means of other du€*s as well? — He v^oiild get his dues on the threshing iU>or. 

What I mtan to say is this. Supjweing the interest is t>, 7 or H i)er cent., in addition 
to the interest the zamhuiar moneylender is given Certain servu‘<‘s, hrijar? — That is not the 
way in which I liave found that ihese transactions take place- It m much siinphu* tlian 
that If there is any siareity, and the tetiants complain a great <leal, tliey will come to the 
landlord first to get their rents remitted if they can. If they cannot get that, then they 
Will lH>rrow' from him in sf me way, and. if he i» svinpathetie, lu* will make an arrange- 
ment with them, not on a profcMsional basis like a j>n)fcssional moiieyh nder. I don’t 
think he will mention interest at all. 'I’hore will he no terms settled. When the time 
comes for repayment seiine sort cif arrangement would he !na<le when the grain is spread 
out on tlie tliiishing He would say I have advanced ymi so many inaunds of 

seed, and I will take hack, k.mv. an extra s«vr per rupee. Soruelhing like that. Nothing 
€»n pa|S'r and no jjavment fixed. 

What i.s the amount of mleresj that Ik* gemrally earns lu ilu.s way? I have not 
found that out. 

Itai liahftdur Hahn Mohatt La! : Have \‘ou (*oine arri;ss any euses in your oxperionco 
as an exfHutive ofiieer that some zatntadars lend money on hardcT- tenuH than the 
t»r(hnary inoneylemlers ? — No, I havt‘ not eoine tn roas such t asiw. 

Mr. Sah : Then, of e<iurse, I think theie is one (‘U‘<tom pr<’vailing among the 

zatnindars, and if is this, that supp ising he lent a rupee, lur will ask the horrowu^r h» 
repay m kind and al a luueh higher rate than the prevailing luarkol rat(\ If (he market 
rate of ght is 1:2 ehhattaks, they will uak the Umunt to pay a seer of ght *} — Yes, they call 

tluii odp, extrr jaiyrncnt. ^Jdiat is done by grain dealtTs too. 

The Chatrmnji ; lint 1 fake it that, generally sf)e:(Kiug. in Hardoi flu* landlord 'h 

money transaction;? with his t* nants are more nr less of a fr endly kind. Thai is lo 

fiav. it is not a (piestion of pionotes and usury and all the rest, hut it is simply (hat y^’* 

are in a had way and you have been given nome money to gi> on witli arul you will 

pay it ha«k later. ^’h<* terms will he .nett led later. I’liey call it taqari. 

fid Hahadur Hahn Mohan [jo! : 'I’hese moneyUmd. is do not gem rally li nd money 
to their tenants, hut only in times of s^/areity or famine?- No, not as a Im.sincMS. 

77o Chairman : ft is (lefinitely a case of aH«isfanee?«~ Yes. 7’lu* agrienlt urist will 

try him first. 'Fhei- h<* w ill try (iovernnuTit . Taqari is a great favouriti*. In 11)28 

when we had scar< ity I fidalled up the amount of appli< ntioim from agrieulturistH fn 

the distriet ; the aiuouiit tliat they were asking f* r eaine to al»uut 16 lakhs. It bIiowh tliat 
it is a favourite system of borrowing lo try (oivemtnenf first. 

As a matter of fa<’( 1 imagine that whether fai/ari i» popular or uu|i^>puhir, it varien 
a g-eat deal v\ith di-triefs. (^f foiirs»», in many <listri<tH it is tliort ugMy iinf>of?nlar. It 
appears to he popular in FTardoi. — (WiftieAx) Yes, the adviintageg of iaqavi are low rate of 
interest, repayment spread over a h»ng j)erJod, and rreoverv in iriRtalmentH. 

Do you find any complaint that, tli<»ngh reeoverahlii m in diihucnts, (he repayment 
has not l>een madej? Tliere in a lot of evidnue we have refeived to llu* effect that wherfl 
taqan is not liked, the main reaHon is tluit they have to repay on « fixed <Ili(e insteiul (>f 
more or less aH they phase, or they can with the moneylender. — No, I have 
not eorue across that objection. 

Mr. Sah : One great ohje<tion against iaqavi in lhal the inKtahncnf « are fixed at 
Buch a time when their rondition has not improved ; a« Boon as Die area is declared free 
from famine the taqavi is recovered. 

The ChfMirman : Yes, that is another obj(»etion. The general lh<*ory ih that when 
famine is over everything in ail over, the crops are coming up and you Hhould Htart making 
rocoyery of all dues, vvhatever they might be. And the complaint ib that the eondition doen 
not improve qnife «o fast as tbat : in other word«, that we ought to wail six rnontbs after 
the famine, properly so called, ia . '^'er before we start making rccovcncB so as to allow them 
to pnll round a bit, — (Witne/td Yes, that is to say, at present w'e recover at a fix<id time— 
usually when they are cutting the harvest. Directly they start reaping the harvest the 
recoveries will commence, because there is the reason that if Government does not 
Mu. C. L. Wallace. 
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rtv'orcr the riion«*y, the money will be spent f»n marriages; and the rahi season starUi 
\niih ti»o marriage seawm. 

^fr. Sah : Have you Jiad any complainift from zamtndars to the effect that they 

caurjot realize (heir rents? — Ves, a great many oj siiili object ions are made, and very 

sirnrig objtM tifinH l<x>, 

J'Ue < hairman : Have you much trouble in recovering your taqavt'7 — Yes. 

Rat liahaduT liahu Mohan Lai : In tins <“<»nnei‘tion I \vanl to know if it is in your 
experience that the entire money lliat is alloi^tsi to he given to a eertain tenant does not 
reacli V»im, tlmt something goes to the pattrari and other officers? — Undoubtedly. 

The (liairmnn : The (»nly cure for I lost is to fuit a laJi‘^ildar on guard on every 
tenant. 

Itai Ilahuflur Ihihn Mohan Lai : t’an y; u wnggest any r<*meily for fliis evil? — No. 

The trouble is (hat it is not asked for, hut it is given without even being asked for* 

It is not the anker who is to he stopfied, hut tlie gi\er. 

Dr. Radhahantal Mukerjee ; ^'ou should put one or two paluaris into jail. — It is 
irnj>ortant to pul in the giver t(M>. 

The ( hatrtnan : Offering a bribe is just a-^ much an offence as taking one. I see here 
you give us the proportion of ind<‘htedness as over 50 per cent. — Sixty seven out of 1*25 
families are in debt iimongst landlords and IHO nut of .‘iOO ninongst tenanis. Are these 
figures taken reiently? — Ves, tliese were aserrtained in (he village. 

Iki yon ng?e(‘ (liat if thoHc fignre.s lj«d In-in taken, sa \ , al)Miil May nr June vvlien 
ihey r(*f)ay their loan, the f)rol>ahility is that a certain number of tlie agriculturists weiild 
have been eitliei’ out of debt or at all events less in debt, hcfause they Avould have rejiaid a 
l(t| of I heir short -term loans? No. \V(» did not take Ihose figures from that |K>int of view. 

I knou you are not cltiMsifyiiig it. W'lmt I am getting ul is this : the total amount 
of tlelit would gen<‘rally he .smaller in May and June than it would he, say, in I’chruary 
and March? — For the cultivator. 

And that would al.^'O dishirb (lie profiortion ainongsi i he a nr ions (vpes of debts? — 

Yes. 

1 just wauled your view on that hetausi' this matter does affeci the light in 
we could look at our own figures. — llVtfnes.\) It would vary. 

You give here the causes of <lcht amongst lire landowning (lasses. Marriage 
expens. ‘H and litigaiioir, of course, will var\ from lime to time. I imagine, as u matter 
of fact, thc! amestral debt is really part of the <*t!)er three' whielr has ]>asse(i into thf? 
aiuestral debt. J’hc original eatise of delrl is juohahly one of the other llirt'c? — JJie: 
H[)ei‘ial rea.sf)!! wliy w put aiieostral d(*ht is that if y«>u ask a landholder if ho is in d(‘ht 
he wJll take it as meaning himself and he will say “no; ' whereas in reality he may have 
very heavy ancestral del)ts; he does iiot count them as htv debt. That ih the main |H)int 
if view, 'riu' aneesiial di'hts are not <’onsidered to he [wrsonal deht.s, and I know' many 
landholders wh(^s(' ancestral deltts are Ks. 50,000. and if they are asl;ed if they are in debt 
they will s.’iy “no’’ (juile eonseieni iously, 

Mr. Sch : Don’t you think that one of the causes of indthledness ainong.st the land- 
owning cliissf's is (‘xtravaganee ? — Yes. 

Mow imu h Would yiwi ascribe to that? What percentage? — Urat is a very difficult 
(piestien. Of course, it varies in different dish ids. It is far more ie. Hardoi bf'caiisc of 
the proximity of liUcknow', wliich is an induct ment to (‘xtravagance. T have not made a 
apt^ual class for «'.\travagance. 

I think it would be about 25 per wnt. of the total. — Not more than that. 

A g(M)d deal might come under marriage e.\pens(»s, not only amongst his own family, 
hut giving jireseuts to otliers. 

7 he Chairman : Do you think that other MH'ial fumtions cause much debt besidea 
marriage, for insiame shradic ? — I think they are very heavy among Muhammadans, not 
among Hindus. Muhammadan landlndders arc fai; more extravagant in thoir 8<x*ial cere- 
monies. 

Mr, Sah : And then this one-fourth for payment of land rex'enue. Of course, this 
debt should lie repaid as soon as rents are realized? — Yes, but Hardtu does not. It is a 
fe.'iture of Hardoi that many landholders borrow conscientiously every year just lo pay their 
land revenue, and on prone^tos which they never meet. 

Tg this prevalent in other districts as well as in Oudh? — Not so much in Rohiikhand. 
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The Chairman : Of course, the system vanes very niiieh. In some districta th« 
prr>ce«a consists in tht* tenant or landlord |>nyin{X off his debt straightaway, and then 
borrowing money to repay his revenue or rent. — ( In any case, he is not wanted to 
repay his debt, but rentw his pnuiote at a high rale of interest so that for a vast majority 
of these tlehis the interest is dianged. 

.\/r. Sah : And so far as 1 believe, they are nevei rt*ali/cd witliout litigation, and 
they generally turn into mortgage deetlw being written mid ’ iIumi the jmiperty being 
aold ? — Yes. 

And this is the reason wliy the interest is so high — Ks. M ‘2 0 per cent, in their 
easel* — That i« so. 

Because without litigation no mom‘V can he recoverc<l? 

The Clidirmati : Tlu‘ mniievleiider having lent the money knows pt-rfoetly well that 
he will never s<‘e that money hiiek and di>es his In'st tt» get as mucli ns he can in the shape 
of higher interest. 

Mr. Salt : Is interest ever r<*f)ai<I fully <»r only in part to flje momw lender? — My 
Hmitt'd experience is that it is iK>t fully re|iai<l. 

Hat Hahtiiiur Hahu Mohan Lai : Tii tliis eonneciion I want to kuow one thing. 
You have sjx.ken of zarntfulars wlio lend money in times of fimiine or Rcareity, hut have 
you eorne across iiinueylenders who hau] iiioiiev as a husine.'*s? - Yes, I have 

Can vmu s;jy that in the eas«> of sueh zamintlnrs who do this luotievlending as a 
business tlieir terms are not as h* avy as the terms of the ordinary uioneylendera ? — W'ell, 
Hggdiev keep then nemeylemling husiness entirely se|»anite. T’hev do not lemi In temintK. 

* And thCii tertns ere an strict as those* of ordinary moneylenders? — Thai I cannot 
say, hut I shouhl imiigine thut their terms are like those of a professional moneyh'iuler. 
There are such ease.s beraiise the mahajans or profe.-^sional moneyh‘ndc‘rH wish Ui hei’ome 
landowners, and a great deal of land pa.H.scg into their hands. 

The ( hainnan : Do ytoi find that many of tlie tenants who are iK-ller off, n'lisomihly 
welltodo, like Ktirmis or Kaehhis, go m for money lending on a small srale?- -Yes. 

Mr. Sah : And their aim is to e\ten<l their proja-rty rather than earn inb*rest on 
money lending? — Yes. 

The Chairman: Tlitn it is a soinewhat eoinplieated form of investment in land?— 
The lending of money on land is incTeasing every year. 

And there is a definite hahit that hy fair means or foul they get hold of it? — Yen. 

That, of eourse, applies mainly to a tenant who hoj>eH to buy nji land f<jr hiinself? — 
The land will eveiituftlly be mortgaged with possession to him; he will just get imita* 
tion and become a landow’ner. 

Hat HahtuJur Hahn }fohan Lai : In this connection T want to kimw one thing. In 
•the first page of your writtfu evidence you have saiil : “This shows that the area of 8, 000 
hiffhaji IS passing rapidly into tin* handK of moneylenders who are themselves not efficient 
farmers.” Now, if the land goes from one proprietor to another, and if he himself does 
not eiiltivate, he lets it to (he tenants. Then I w*unt to know in what ^ay does the 
em ciency of farming get disturbi^d if transfer in made in the case of a man who does 
not cultivate? — Of course, the moneylender will not reside op the projx‘rly. He will give 
the property to a ihehadar ; he w ill lease the pro)K'rty out to him. 

I may bring to your notice that in your district there are porsons who. though tln*v 
do not reside in the village itself, yet they are much better farmers Dian the ordin.iry 
zamindeire. — (Witness) Yes. 

Mr. Sah : Is it a fart that most of the village moneylenders havf* some land 
^*and they do some sort of famiing? 

The Chairman : Of course, * good many <if the small men arc definitely Bgrtculturists? 
—Yes, they all have some land. 

So that it cannot be said that they arc noi^ all famierH? — No. 

Dr. Badhakamal Mukerjee : You have yourself said in answer to question no. 3 of 
Part" C that 40 per cent, of the landed property in Hardoi district has already changed 
hands and the rest is rapidly passing into the hands of non-agriculturist classes, who m 
this district are not efficient fanners; and you go on remarking that this has a very 
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b«d roonomic effect leading to negligence and apathy in agriculture? — Yes, that it ft 
general statement. Ttiere are many exceptions, but, generally speaking, that is mj 
view. 

The Chairman : But you are talking here of the proprietor, not the actual culti* 
vator? — Yes. 

What you mean is that a non -agricultural proprietor i» not a good farmer? — Yes. I 
know many who have never seen their property and have never been round it and do 
nut wish to see it. 

Dr. Radhakamal Mukerjee : In the circumBtances will you please explain and eluci- 
date how the cultivation sufferH? — What I mean is that if be belonged to a class dependent 
solely on agriculture, the farming might be more cfiicient. He would see that it improved, 
but if ho has not that dependence the village remains just as it is. It may actually 
deteriorate in the hands of a lessee, because a lessee notoriously will rack-rent the tenant. 
He has got to pay for his lease and get a bit over and above for himself. 

There is not merely rack-renting, hut also the fear of ejtictnicnt which would lead 
to negl i genre ? — Y es , 

The Chairman : But that is ejectment by the lessee? — That is a general statement, 
not only hy u lessee hut by any Jandhohler. 

Hat Bahadur Bahu Mohan Lai : In this connection T want to know one thing. 
BnpfKJse the zamindar who has acquired profx^rty and who takes interest in the property 
sees these villages with his own eyes, but does not reside in the village. Are the 
tenants in the zamindnri more prosperous than the tenants of such zamindars who 
reside in the village and take begat? — That I cannot say. That depends entirely on the 
landholder. 

The Chairman : It comes to this. You may have an ordinary non-agricultural lanm 
lord who has bougVit up land who will make quite a good master. You hav# got to 
distinguish all the time between the actual cultivation of tijc field and the behaviour of the 
landlord to his tenant. 

Dr. Hadhakamal Mukerjee ; In your district, arc these landed propertieR small or 
big Cflfates? — The}' are mostly small. We have not got large taJugdoris. 

In the circumstances do you think it is desirable, in the interest of efficient farming, 
to restrict this transfer of holdings of propriehirs ? — I think it would be very dangerous. It 
would possibly have a disturbing effect. No, I do not think it would bo advisable. 

In which way would it di.slurb? — It would lead to a sense of general insecurity to 
interfere with transfer of pro})erly. 

But is iu>t there a sense of unseltlement that as much as, say, 50 per cent, of the 
landed projunty would bo going into the hands of the non-cultivating classoH within a 
generation? — Yes. 

How' will you correct that situation? — Y’ou can only corrt^t it hy raising the 
standard of living and the general economic condition of the people. If the standard cf 
living rose, the rapid transfer of property would also stop, because borrowing might also 
stop. 

Hai Bahadur Bahu Mohan Lai : You have said in your an.swer to question 3 of 
Part C that the facilities for carrying out ejectinent, and what i.s more important the 
threat of ejectment, contribute to producing negligence and apathv in agricurture among 
cultivators. Are the facilities provided under the Bent Act? — That is What I mean : 
the facilities given by law. 

The only facility that is given hy law is that in case he does not pay the rent he 
will be ejected, otherwise ho w'iJl not be ejected. — (Trttnw^) Also there is section 30A 
of the Kent Act. 

Dr. Hadhakamal Mukerjee : But you have also mentioned that the threat of 
ment is having an effeert on negligence? — Yes. I have personally come across such caaea. ^ 

You havt' also emphasized that the sub-division of holdings of the amaller proprietoia 
has been an evil. — (W'''i(nes 5 ^ Yes, that is a great evil. 

May we have an opinion as to how this can be checked? — There again, it might 
mean a change of law. The proper way to check it would be to make it expansive. At 
present it is very cheap. 
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If the evil is great we have to change the law? — Litigation on the whole ie cheap. 

Mr. Sak : It would make the people still more |Kmr? — In tvrfain eases only to 

discourage pt'ople. I'hat is the only way so far as I laii stv. 

But how can you take away a man's right? 

The Chairman : Partition at the present moment is a t'oinparativelv cheap Imsmess. 
If yt>u are going to raise the cost of litigation by four times, |H\}pie will think twice before 

they do it. — (VV'itMess) If during the course of partition cases an applicant for part il ion 

wishes certain work to be done — a survey, for example, — you assv’ss the I’ost of survey 
and order him to pay. It is my experience that be wull give up the partition altogether 
rather than incur that expenditure. 

Dr. Hadhakamal Mttkerjee : There is a law in Oujerat which prevents holdings being 
#ub-divide<l below* a certain size. It is a indirtct metliod there ilirough disal]i>wing regisira'* 
tion in case of excessive sub-division. Do you think that a plan like this would succeed 
here? — We already have a limit. 

What is your limit? — We cannot make a mahal of h ss than live acres. If tbfr 
mahal is to be very amall, partition is disallowed. 

Hat Hahfidur Habu Mohan Lai : In this connt‘clion, sup|H»sin!; Uie holding of a 
tenant by a partition goes into the path of several co sharers. how does it afft'et the 
liolding itself? — In this w*ay, a private partition takes place. 'Fhat is the trouble. It il 
the private partition which makes the trouble. 

Mr. 6 ’ijIi . Hilt liow would you restrict the private partition? Ah a matter of fa<?t 
in the <aso of partition thnaigh a t'ourt you can restrict it by making it more expensive* 
hut in the case of a private partition you caniud ? — Wc cannijt stop llnit. 

Dr. Hadhakavuil Maker jee : If scattered plots of land leail to inclhcient cultivation, 
wc want consolidation in some form or other in the interest of cfTicienit cultivation itself. 
X^nlesR the law* is changixl ii does not help us out of the dirtiiulty - (irifnc^>’) The dilliculty 
d<x‘s not arise from that. The economic diflicully ariscM from tin' parhtiin of the lonant. 
In th<? main it is the timanls who arc partitioned. One proprietor - I have had actual 
cases — may gej one and a hiilf bmantH and will live on llie rent, and as he hirnself is Iho 
proprietor class he will do no work, will nr»l ncccsHsriiy <lo any cuiiivalum, Init he 

will live entirely on the nxif of one tenant and half tin* rent of rumther tenant, and he 
will sctnnlly sue them in court. 

You havi' also said that sueh sub division indirectly leads to riu k renting. — IkN auae 
a man cannot, live on that ; ho take.s extra amounts. 

Mr. Sah ; So that a tenant lias to pay nazratia to four persons instead of to one 
jterson ? — Yes, that is what happens. 

Dr. Hadhakatnal Maker jee : Ilow' would you checj^ this? — You cun only check it by 
making private partitions absolutely illegal. 

The Chairman : You mean partition amongst the lenantii or landlords?- Partition 
by landlords of tenants. It involves ultimately partition of fields. The anonuily is that 
we do not recognize that partition by law. but if there is a suit fr>r recovery of rent and 
the patwari says that there has been a private partition of land and this proprietor i« 
entitled to sue for the rent of this partieiiUr tenant, wo allow it. Although really all 
the private partitions are not recorded by the patwari and are illegal, yet they arc allowed 
in this way. 

Dr. Hadhakamal Mukerjee : So if you disallow them, then that evil might be checked 
to some extent? — Yes. there would then be no object in the partition of tenants at all. If 
you have not the right to sue for your arrears of rent it is no good having a partition. 

Rai Bahadur Bahu Mohan Lai : But in what w*ay does private partition affect (hi* 
«|uestion at all? — I have enquired from tenants, and this was their nnsw^er : “After parti- 
tion the more I produce the is taken. This is the result, and so it is not worth 

my improving roy field and prod.*cing a good crop.*’ 

Mr. Sah : 8o what is required is to regulate the relations t^ctweem the eamindar 
and the tenant rather than restrict the bolding?— Yes. UltiTnaiely tlic same effect may 
he produced. But ibis excessive partition of tenant# and ultimately of hoiding# I have 

Ms. C. L« Waxxacr. 



( 04 ) 


tiot Been ebewbcre except in Hardoi. It may be a feature of Oudh. I have not served 
io aay other dintrict of Oudh. But 1 have cot come across it so largely ic Bohilkhand 
or other districts. 

Dr, Hadhakamal Mukerjee : You say that rent sometimes has to be divided among 
several persons? — In some cases the tenants has to pay rent proportionately to four persons. 

The Chairman : For the same field? — Y'es, one-fourth to each person. 

Dr. Hadhakamal Mukerjee : What about sub-letting? Does it prevail to a large extent 
in your diKtrict? — Yes. 

The Chairfnan : The is tliis. A person borrows money from a moneylender, 

and in lieu of that be sub lclK bis field io the moneylender for three years. Is that type 
of sub letting very coininoiiV — I think so. 

Is it eoinmon among tlie tenants or landlords? — It is among both. ^ 

Dr. HadhahJIil^^Mukerjee : Do you think that this kind of fictitious mortgage affects 
the condifion (»f cultivation? — I do not think there is any efftX't on the standard of farming. 

Hai Bahadur Babu Mohan Lai : You say that that kind of sub letting is very 
cmmiion. Is it so among the (Kxupancy tenants or statutory tenants? I mean to say that 
they borrow' » say, ils. 5(K), and, instead of executing a regular mortgag<' deed, they sub- 
let the land for three yvATH ? — In Hardoi this is common among both occupancy and 
slsiliitory tenants. There are also many petty proprietors who mortgage their khudkasht. 

Do you mean proprietary rights? — Yes. 

Mr. Sah : W’liat my friend wanted to know was whetlier oecupancy tenants mort- 
grigiul their oeeupany riglits? — That I have eome across. 

The Chairman : What you are talking of is really the mortgage of proprietary 
rigid in a partimlar field or fields and not sub-letting in lieu of money liorrowed ? — 
TIkt;' are many petty juoprietors who are jirnctieally agrieultiiristg. They mortgage 
their khudkashf, which is 7 or 8 or 10 bighas. They are practically indistinguishable 
from tenants. Their land revenue is as small as Ke. 1-8-0 or Ks. 2. There is a very 
large number of them. 

I see what you really mean. You are, as a matter of fael, in a district of peasant 
pre^prietors ? — Yes, you might say that. 

Then at once your problem becomes a landlord problem? — Yes, petty proprietors. 

Dr. Hadhakamal Mukerjee : You say that 50 per cent, of these small proprietors are 
in debt, and tliat 10 per cent, of the property has already changed bands. You think that 
tlie law' should be improvt d in an indirect manner so as to restrict furtluT sub-division of 

the pro|>erty. Do you think it will meet the situation if we are* able to prevent exceasive 

partition of the holdings? — The partition of tenants is the chief trouble. 

Tliis means that ibere are two evils. First, there is the partition of tenants and then 
there is the partition of dhc jiropertv? — The partition of projx'rtios pn>dueed petty pio- 
prietors in the end undoubtedly. 

You suggest some measure to tackle the rpiestion of partition of tenanis. What do 
you propose to prevent partition of properties? — You can only do it, as I have already 
aaid, by making partition more expensive. The }>artition arises from tw'o causes. In 
one case it is the joint Hindu family which wants to spilt up. That, of course, is not 

ol)ject.ionable. and you cannot stop that by any rule or law even if it is considered 

desirable to do so; whereas in the other case you have a maha] of 50 petty proprietors, 
who are divided into two parties on account of cnmitv with each other and they want to 
split up merely out of grudge. The partition is so cheap that they invariably want to 
have their property partitiono<l. 

Mr. Sah ; There are two kinds of partition, one through the civil court and tho 
otV\cr through the revenue court. Which of them is cheaper? — I imagins that fam^'y 
partition is usually done by compromise in the end. I have no experience of tbaL 

Bui in the ease of family partition you have to pay a duty of eight annas per 
oent. ad valorem. 

Rai Bahadur Babu ^fohan Lai : Only a stamp of Rs. 10. 
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Mr. Sak : That is only in tlws tM^inuing, but we have to pay od ralbrrtn stamp 

duty. 

Rai Bahadur Babu Mohan Lai : Yes. 

Mr. Sah : Is not that sufificiently expensive? 

Rai Bahadur Pandit G. S. Vpadhya t Tartition may be very cheap, but in any case 
it is very tn>ublesome. 

Mr. Sah : Yes, both for the judge and the parties. 

Rai Bahadur Pandit G. S. Vpadhya : Perhaps the question is more psyebulogicai ; 
we have to improve their mentality. 

Rat Bahadur Babu Mohan Lai : You say that the co-operative inoveiucnt la carrird 
on mostly by some influential men in whom pt'opU* have gt)t <’outUlenee? — N*t>, not carritd 
on. What 1 say is that it is mostly successful in cases where you have influential pcoplr\ 

I am of opinion that, so far as agriculturists arc coneerued, the w-opi rativc move- 
ment is the only medium through wdiich they can obtain eheap credit, and other agricnl 
tural facilities, provided it is properly organised and properly worked. Can you suggest 
any better method of dealing with these agi ieulturistH in the matter of cheap credit? — 
No. I think the co-operative society and (jovernment are tie* only t\vt> s*'Urees from 
" W’hieli the agricnltiirist can obtain cheap moiu'y. (iovtunment charges only 7^ piT cent, 
as intorciji. 

Mr. Sah : In view of the fact that it is not i>oMHild<' either for the Covrnimeiit 
or the co-operative socielieH to finnnee agricultural operations in the w'ia>lc of the poivinee, 
can you suggest any way in w'hich wo may he able to give elicaper credit to tln‘ agrienl 
turisla at the present lime? — No, I cannot suggest any way. 1 do not think that a land 
mortgage hank W'ill bo able to work in a district like Hardoi. 

8uj)[K)8ing w'o liccMc’o some village moneylenders and give tliom the same faxilities 
as arc given to tlie co-operative societies for the realization of their dclits as well as 
some facilities for raising capital — of course, fi.xing the maximum rale of int't'ic'^t and 
making it obligatory on them to show' their ae<'ourits to the fahsildar or the nail tahsiUlnr- 
di' you think that this system or something like that wotild he Huccessfiil in meeting the 
)>rcsent rtajiiiremt nts? — No, I do not think it is nwessary. 

So you think that agriculturists do not need any better rates of interest or cin'ap 
credit? — No, not that. I do think that liy registering monoylendcrs and forcing them to 
cliarge only a certain rate of interest some good might bo done. 

T>o you want tliat registration to he compulsory or optional? 

The Chairman : I think in that case moncylending will only he allowed on [ircvious 
registration. 

The Witness': My experience is that cultivators generally know what the prevailing 
market rate.s are, and, in H])ite of lliat, they arc willing to borrow at higher rates. Tlic 
j)revaiiing rates of interest do not appear to bo of rniicli importanco to them. 

Mr. Sah : Do you mean to say that they do not ai>pre( iHte the cln aper rates of 
interest that are charged by Government and the co-operative Hocietics? — I think tiny do, 
hut it is very difficult to .say exactly wdietber they do or not. 

Can you say why they go to the village moneylender, being fully aw^aro of the 
fact that they are piaying liigher rates of interest? — Tliat is the problem. T cannot say 
wdiy they go to them. 

Rai Bahadur Pandit G. S . Vpadhya : l Yobnhly they cannot get sufficient money from 
co-operative societies and Government, and therefore they go to the moneylender. There 
can be another reason. Suppose they want seed promptly; it is prissihle the co-operatix'o 
society may delay a little; they go to the village moneylender and get ft at once; in fact, 
they never bother to inquire about the rate of interest. 

The Witness : There are also certain villages wh re there are no cn opera tivo 
societies. 

The Chairman : So i( coni to this : With the moneylender they have better 
facilities for obtaining money. 

< Mr Sah : So far as this reason is concerned, if we license certain moneylenders 
allowing them the same facilities for realizing their dues as we give to the co-operative 

Mr. C. L. Wallace, 
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ftooiati«8 and fixing the inaximam rate of interest, do you not think that they will sen^e 
the same j>ur[K>»e as c<>*<jf>erative Bocittits do in the rnatier of providing cheap credit 
to the agriculturiHi V — No, 1 do not think bo. It does not appeal to me. 

Hai Bahadur Pandtt G. S. Upadhya : If an individual is licensed in this manner^ 
it is [Kissihle that he may abuse Lis positon, but this contingency does not arise in the 
cane of co-operative societies. 

Hat Bahadur Bahii Mohan Lai : Has there been any tendency of the rates < f 
inUTest falling during this decade? — That 1 cannot say. 

Mr. Safi ■ Now / shall tak(f up th<»sc three (jueslions that were sent to you. The 
first question was : “In view of the fact that balances at treasuries and sub-treanurieB 
fluctuate, how hhouid the issue of supply bills be regulated ho as not to impose any undue 
pressure on their balances? — I do not think it is necessary to imp«)se any restrictiens on 
ilie iftsue of supply bills in Hardoi. In a gfusl year we sell up (o ten hiklis and go on sell- 
ing them until the Controller stops their further sale. 

It is not the question of supply bills sold by tlie treasury, but of tlu>se issued 
on the Hardoi treasury. — (iyftue.vA) Ves, we eontinue payments until it is fitop[>ed by the 
Controller. TJie present nilcB about tlie issue of supply bills are these. The Hardoi trea- 
sury can issue bills on any centre; where there is Currency f>ffice without the sanction of the 
Deputy Controller of Currency. But if it wants to issue these l)ills (;n places vvIutc there 
is no Currency Office, viz., Bareilly and Ijiickn<;w, ii \till have to obtain the sanction- 
of the Deputy Controller of Currency before issuing the l)ills. Tlie ohject (d those nilt'S 
is to avoid caftes in whicli hills may be issued on a treasury for an amount larger tliun 
it can pay. 

The Chairman : Wlien you arc alh>wing a concession to private persons for their 
own convenience you have a rigid to regulate the an»(»unt of acconimodnt ion you can give 
them. Suppose you ward me to pay you ils. 10, OIK) in Bareilly, led I have not got 
Ils. 10,(X)0 in Bareilly; I have to Hay “tun” 

Mr, Sah : Supposing we limit the amouid of supply liills that would be issued to. 
Bay, Ks. '20,000, Rs. 10,000, or Rs. 5,000; will then^ he any objection to that? — No. There 
will ho no ohject ion in a small place liki Hardoi w here there is very little industry. 
There migld be objections in a bigger {dace. 

But supply bills arc not drawn to a large extent on tltc.se treasuries? — In n .sub- 
treasnjy we can kec’p U{) to a lakh of rupees. 

The Chairman : T think supply hills within the district may be an easier l>usiness 
than between dilTerent districts, 

Hfr. Sah : The second rpiestion sent to you was : “You recommend that the establish* 
ment of a l)ranch of an “(xchango bank” would facilitat^^ the use of Idlbs of exchange in 
your district. Will you give some idea as to the volume of sueli business available, and 
whether the branch of the bank could w'ork profdably?” — As to this wo have no need 
for an “exchange liank” now’, because since T wrok^ to you about the “exchange bank.” 
the Allahabad Bank has opened a pay office there, which doe.s away with the necessity 
for an “exchange hank.” This will also affect the number of su|)ply bills. rossil)ly the 
bank premium is cheaper than that of the treasuries. 

Banks charge 4 annas {)er cent., w'hereas treasurie*^ charge only 2 annas per cent. 
The third (piCHtion sent to you was : “Are you aware that mone\ is borrow’ed by grain 
merchants in Hardoi on the scx’urity of grain pledged to banks at I^ucknow wlm keep 
their godowm- keepers at Hardoi to watch the security? If licensed warehouses were to 
be ostablislied at Hardoi which could lake c’harge of grain and i.ssuo certificates of 
atorage, xvould it not be easier for bormw'crs to arrange credit on the security of such 
warehouse w^arrants?” — Here, again, the Allahabad Bank ket^s its own godown. The 
amount of business is between one and four lakhs a year. This is not sufficient to 
require a Ii<’ensed warehouse. Then the Central Bank has also a godowm. I, therefore, 
do not think tjaat there is any need for a licensed warehouse. 

The Chairman : Of course, Hardoi is a quaint district. They may be necessary 
in other districts. 

(The Chairman thanked the witness, who withdrew.) * 
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Khan Bahadur MUNSHI MUHAMMAD SHAFI KHAN, B.A.* 
Deputy Commissioner, Bara Banki. 


Replies to the questionnaire. 

I. — A(iRICL’L,Tl’HAr. ClltDfT AND CKKDIT rAtll>!TI J:S. 

Part * 1 . — .1 f<ru/ horroU intj for fOirfioses of ftrotluctiou . 

Quesiion 1. — TI»o iorrowK from (iovormmml, ro-oportil ivo soticties, big 

taluqdars and :«i»uri«/tjr.<, ami Nnal iiu.iievliinlor^. 

The purposes for wliieli ho liomiws and the projKirtion of tlie debt due to each 
objtx;t are shown below — 

it) r('|iayim’nt of earlier dt'bt^ 

in' |»avmen{ (»f a-eiimulated interest 
(iti) and other social functions 

|!\) I’ainim' ;tinl t)i}u,*r kind <‘f distress 

(\i jayniont of land rexenue and rent 
(\ii s,*t*d 

(vj;j I'VjM'n^es i)f cnltivaiton, ejj.. waj^es 

(vii;i iiM^-atiMii 

(ix- fii<r< ha^e of jdou^li or other cattle 

IX) .f Wells 

(xii ... 

(xiil HiUrdihi to zoitiniditr'i 

1'bo ilebi Is div ided between (io\ ernnuut , 2ti per rent ., co ojHTative socudicH, 10 
per cent,, hihtijihir'i and ^.oiiiifuidf’y, Ht [wt «<Mit , and \illag<* inoneylcitderK# 
GO {M r otnit. 

Of til ' total debt 75 per cent, is lacniTed in i ash and 25 j>cr rent, in grain. 

Debt taio-n in < ash is ineurnd for long jx nods, while that in grain i» taken 
for .sliort [KTi'ids. 

Que'^^ion 2.-- The rab's c hargeil fo>r inttrest are — by ( lovennncnl on hnjtivi Ioann, 
7t per e.'nt. [ht annnm ; b> coMijH-rat ive w<rcicti<-K, 15 per rent, per iinmim ; nnd by 
rnon* vlcr:dcrs fn.m G Un la-r cent , a<-c;-r<ii?tg to Ibe neeessity of the borrowt-r. 

The rate td :nlcr^^st for l»)a:is in kind, ix Knudt (1|| and dror/n (IJ) of the (piftntily 
of ficed advanced, i.e.. ‘25 and 50 per cent. <>f llic .seed advanced. 

For t!ie first year ijitercfit is calculated at Hiirjpk* inten'fit nnd nflerwarda at 
compound interest for easli debts only. 

ITie rates of interest are cxorbitatit. 

An iiK identa! eharge is brokerage in < ases of big lf>ati«. 

Question 3. — 'Tbe kinds of security usually given are land mortgage, pawning 
ornaments, aiid mortgaging house property and groves. 

It is (Xirrect to say that the Iretter llie title to land the greatir the amount cf 
indebtedness. 

The comparative extent of indebtedness is tfilthjddrii and zarnnidars, 50 jkt cent., 
ocrupaiiov teriants, fK) per cent., other tenants, 20 |H‘r ciiit. 

The amount of debt secured on land incirtgage is incn'asing. Debt flccured on 
tend mortgage bears a proprirtion of 75 : 25 unsecured or otherwise si'xiired 

4 , — The usual method of enforcing payment <f debt frojri agricultunsts te 
hy attricbment of Irarvosted rrcT>s through courts . 

Generally the cultivator * ceives 8 chhattaks less than the prevailing market 
nife of grain wimn bc^nrowing, and has to give back B c hhattaks more than the market 
rate when repaying, 

Khak Bahadub MiTNSHr Mcuammad Shafi Khan. 
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Both the caitivator and the loan^giver can easily ascertain the market rates from 
hanias and other people going to markets. 

Question 6. — The cultivators take full advantage of the faciiities provided by the 
Agriculturisti Ltoans Act and the Land Improvement Act in times of widespread 
scarcity and local calamity, but in normal additions they would not like to diBconiiect 
themselves from their local moneylenders. The tuqari for building tanks or wells is 
generally taken by zamindars and big tenants who can afford to do so and they freely 
obtain money from Government if necessary. 

In abiionnal years the cultivator borrows 50 per cent. ni(»re than in ordinary years 
under the Agriculturists Ijoaus Act. 

There are no defects in the present taqavi system. 

Question G--— Cultivates do not combine together to grow particular crops but 

such combination is dc^sirable. It is {xissible only in pattidari villages, and not in 

talugdari villages where tenants are generally not allowni to build pahka wells. The 
inducement which may bring tliem together can he by advancement of iaqati for wells on 
their joint responsibility. 

Question 7. — The only defect in the present system of agricultural borrowing is 
that exorbitant rates of interest are charged by rnoueylendors from the agriculturists who, 
on account of poverty and having no other means of getting hians, have to accept it. 
This can he remedied by fixing the rate of interest through legislation or starting village 
banks and co-operative societies which would give facilities to borrowers in obtaining 

money promptly at a cheap<'r rate of interest for all pvirfvoses mentioned in reply to 

question 1 above, and not for seed, cattle and wells alone. 

Part B, — Agricultural horrotviug for purposes of marketing. 

Question I. — Crops are brought to market direct by the tenants, or come through 
middle-traders who purchase from villages. 

The crop used for domestic consumption is purchased by rniddh' traders from 
villagers who take the corn to the market and sell it to consumers. The crop to be 
exported is taken direct to arhntias at haras (agents’ Iiousos). 

Question 2. — Money to finance the marketing of crops is obtained from grain 
merchants and exporting firms. They do not charge any intere.si f(»r one month, and the 
borrowers are bound to sell their corn to the lenders alone. 

There is a co-operative society in my district, but the people generally do not 
l)orrow from it for the marketing of crops. 

Question 3. — The cultivator ordinarily pays in the case of marketing his crop three 
or four chhattaks per rupee more than the prevailing markc't rates to the harjia and, on a 
cart load of grain (25 mauiuls to 30 inaunds) the following : — 

10 seers to the arhatia. 

5 seers to the weighman. 

2i seers to the coolie. 

u seer for charity. 

11 seer for conserv’ancy. 

Total : 20 seers. 

On a cart load of gur he has to pay Rs. 8-2 in cash to the arhatia and 5 seers 
in kind for miscellaneous charges. 

Cartage, bazar tax, octroi duly, etc., are other incidental charges. 

Qurstion 4. — The cultivator stores his grain in earthen ve.s8els called dehri which 
are made of clay and dried in the sun, round in shape, 3 or 4 feet high, with a mouth 
above and a hole below, a little above the base. Borne erect a kachcha wall enclosure 
one or two yards high inside their bouse and put their corn in it and then cover it with 
straw (hhtisa). Borne dig a deep square pit or a round well, like a hole in the floor, 
called khdttis or kheun, and store the grain. In view of the poverty of the agricul- 
turists in general no improvement is possible. But well-to-do cultivators might make 
their pits pakka though they Avould seldom care to do so. 

Khan Bahadub Munshi Muhammad Shaft Khan. 
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At Bhitaria grain market and other grain market* the grain w stored in gnnny 
bags, placed one ui>on the other m large compartmeuU ot the shop. Some people 8U>ro 
it in heaps in rotima specially set a^art for the purjioso and cnner it with straw. It 
would be well if the grain in the market were stored in pakka khaiias or big iron 
vessels. 

^uevftion 6 — The American system of licensed warehouses seems very sound, 
and it may 1 m? iK>ssibl© to work it in India. 

There would be net?d of Government assistance in the beginning. 

Question 7. — I am not aware of any iiistanco wliere cultivators combine together to 
inarlvt?t particular crops. The combination would be very desirable, but it dtws uol 
Bceiu to be possible at this stage on ac'count of illitcra<?y and ignoram?© of tlu* culti- 
vators of the advantages of ('o-o)K?ration- 

Question 8, — Tlio system of weighment is satisfactory in the markets. 

Question 0. — K.xjMirting firms and compatii<*» do 8jK?culato in agricultural prodiica 
and have the upf>er baiul in tlu? matter of prices, which rise whenever a large quantity 
of grain is pimhased for ex|H>rt, and fall when it is not so required. 

The cultivator’s profit is oftt?n nffeetwl to some extent when their agents, on 
rcveiving wires about high rates, go ft) villages and purchase a large stix'k at clieaper 
rates. 


r . — Ertfiit atid nature of agru'uJtural indebtedness. 


Questton 1, — Si?t»ty per (cnt. of the agrieultiiral classes are in debt in Ibis district. 
Viilu;:e Bunki mar tlie railway station of Bara Banki, to which the Apiwndix to tliia 


evidence relates, may bo lukoii as a typical villag*? — 

Del>t sfi'urcd on lanil viortgages — 

-# Bcgistcrcd 

2\) 

per cent 

» • 

T 'nregistored 

10 

Debt incurred on other assets — 

House proptTty 

b 


Ornarmuits 

?M) 


I’romdes ... ... 

10 


(’ropn 

20 


tnherwisc 

r> 


QuestiiOi ‘2.'-7’h<' creditors <jf the agricuiluriMta arc — 

(h v'crniTK'iit 

.. 10 

IK'r cent 

(’<ooi>crativr KrKoctics 

20 

l*roft‘ssinnal Uioneylcnders ... 

.. 00 


Grain dealers 

20 

t • 

Zamindars and ricli people 

Cultivators 

b 

15 

9 9 

1 t 


Question 'J. - As the result of the enforced paymerit of debt, ex(ept in tin euwe of 
zamindars ami rich cultivators, land and tlic rights in land are passing from the fjosses- 
«ioM of fK‘ople who are eflicient farmers into If e hands of crcflitors who arc m»t. theni^ 
selves efficient farmers; and this adverro'ly affects production, as the non-agriculturist 
cares for the rent and not for the improvement of the land. 

Question 3A. — The question does not concern this district, but wdth my experience of 
Bundeikhand. it has unduly restricted the agriculturists’ credit, »«, under tlic Lund 
Altcrialion Act, a non-agricuiturist cannot acquire bind from an agrictiliuriHt. 

Question 4 — Eighty to fX) f>er cent, of the land-owming classes in tny district ar« 
indebted. 


Question 5. — The causes for this indebtedness are — 

(i) extravagance aiei misu. uiagement 

(ii) litigation 

(hi) marriage and 8o<?ial functions 
(iv) high prices of articles 

Qtufstion 6. — The landowning classes do not have to 
of interest except when they are hard pressed. 

Khan Bahadur Mukshi Muhammad Shafi Ehak. 
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Part D. — Credit facilities in respect of agricultural production and marketing, 

Question 1. — Professional moneylenders and grain merchants advance loans in cash 
and also give corn on the sawai system for seed and irrigation expenses. The other 
agencies are practically nil. 

The present credit facilities are inadequate and defective. I would suggest that the 
number of co-operative banks should be increased to meet the needs of the tenantry, and 
Government should also give taqavi for this purpose liberally and not only in times of dia- 
tress. 

Professional moneylenders and grain merchants charge exorbitant rate.s of interest. 
1 W(juld suggest that seed dep6t3 should be opened in large numbers and ilie number c£ 
co-operative banks increased. 

Question 2 . — Professional moneylenders and grain merchants of tlie neighbourhood 
piirehase the province id the peasants Ut whom they liad advanced money or seed. Other 
peasants also sell I heir produce to them in order to save the worry of going to the mandi, 
cartage, etc. Panias and petty grain dealers buy from the cultivator.^ and bring into 
the mnndi and sell to the big grain merchants, who in their turn export to Cawnporc cr 
Calcutta. ^ * 


Pari E, — Land mortgage hanks. 

Question 1. — Loans are obtainal)Ie for long periods to any amount according to the 
Becurity offered. Landlords obtain to the oxient of 70 per cent., under-proprietors and 
occupancy tenants to ‘20 jm:t cent., and statutory tenants to 10 jht cent. 

Question 2, — Long-poriod advances arc available on the security of land in which one 
has a tr^piO'rnhle right. 

The special ditlicultios of long-period b<»rrower8 are — the peri(»d of repayment is not 
hmg enough; the instillments are heavier, and the rate of interest; is exorbitant ; and, more- 
over, eoriipound inten'.st is also charged for failure to pay any in.stalment at the fixed time. 

Question il.— Noiv transferability in the case of tenants acts as an impediment to 
long-term credit, and lie' rate of interest charged from tenants is higher than that from 
thf^ landlords. 

Question 4. — The oeeiipaney right docs not serve as an adequate seeiirity ff>r long* 
term credit as moneylenders do not generally eultivati' tlie land themselves, and the lands 
cannot, under the iiresent law, be sublet for more than three years. 

I do not suggest any modification of the law, as the tenants would get into the 
bad habits of luxury and extravagance. They feel happy if they are able to pay up sooner 
wdiatever little loan they liad taken. 

Question 5. — I think that the establishment of a land mortgage bank would solve 
the problem of long-tirm advaiu’es, hut the bank will have to face many difficulties in 
the realization of money by sale of the zamindnri property, and the bids offerid by pur- 
chasers are .sometimes far less than the amount advanced. 

Question 7. — The value of land should be calculated at 25 times the amount of 
rental after deducting the land revenue paid for the hind. 

The value of land per acre differs according to the crops grown on it. Further, fields 
far from the abadi or having inferior soil or little source of water-supply near them and 
not well situated, fetch less value. 

Tht' proportion of the annual net yield of average quality land to its market value 
imdcr normal coridiiions is 1 : 5“, that is to say. if tlie annual not yield of an area of 
average quality land may he taken as Es. 20. then tlie rent will be Es. 10 and after 
deducting lis. 6 land revenue, the profit comes to Es. 4 and the market value of the land 
is Es. 100. 


Part G. — Small industries allied to agriculture. 

Question 1. — Tenants t>repare gur and grow tobacco for local use. There is no 
other industry allied or supplemental to agriculture in this district. 

Que^fttoM 3. — All castes living in a village, such as blacksmith, carpenter, tailor, 
weaver, barber, oil presser, grain parcher, etc., do their own occupation when they find time 
from agrieulturBl work. The higher castes do no industry. 

Khan Bahadur Munshi Muham^mad Shafi Khan. 
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Al'l’ENDlX. 

VuxACii: Banki, distuk t Bara iiASKi, Janlaiu IV), ivKiO. 

SlH'ikh \S aztr-iui iljn, Shoikli Yii.^uf Ali, Slie^kli Nur Karun, *(nmfi(hjrs , aiul Babu 

3>!n i’ayal, Kiinni, t/inhujiin, yiatcd tliai in villa^t- liiinki small Itians in iash. i.<\, 
Bs. r>t>, Bs. ;U), lis. lU). i li\. are nilvaiuvd «-n prumtssf.ry nou and unre}.’istrriHl ih iula, 
while hiT^^er f<ums are advanced uii n‘gistA‘n'd lM»nd>, say, ahnv<‘ lU. "Vl»e petty 

.h-ans {^iven t<» tenants lni\ in;: <‘ne nr tut> plnughs are iioni Us. ‘rtl to Bs. !()<h {uvnrdili^ 
in the eapaeity «.f eaeh tenant. l\xir euhivatins are ;:iv('n Its. 10, Ks. ‘JO and Us. *U) 

fU iitiliihluttd . Jhg loans sts nred on laiul ;:iv<‘n on re;;islered Ixauls are r> or 0 per 

rent., small loans i>n nnre;: i-lered honds Jo {ht eent,, nit lieuse poj|k*rt\ J (*r 0 per 
cent., on nrnainents a j)er cu nt., on pronoft*s 50 per cent., (T<t[ts J pi'r v eil!., nv\ m;: h) fei\r 
of the nnd on h^tlnhhafti 10 nr 15 p('r o nt . heennse etoat dillienity arises in 

eivil entiris in sninr: '>o htitnUmfo enine.**. rromtes are, tluielnre, the l»esi and safortt 
way of ;td\an<'in;: money for ‘:-niai! amonnts. 

'1 he pnnejpa! ereditor.«i of the a^^rieulttirists art' hu'al inoneyh'ndtTs ns they are 
lenient in recnv criiio ineiney, uhile < l«,verninent is hard and liu' anu'iint lalo it fr«»m 

( iover’O'nent has to he nail anyhow at the hxetl time. If tlie tenant is. for any reaaon, 
nnahle to }mi\ uj» Ids loan the malmjafi, ho Himjdy takes intt resf and allows aitollier 
half year are! alv(j further time, Imt with (lovernmeni /<n/riri tin ease is ijni so as it i« 

realt/tal oit tie' lixed tlate, aiul m tha’ ease the tenant has to eo the mahainu to borrow 
inoiu'V wis' he-'dates {>. h'lid, and if he aorees he ehiiiees exorhifant interest, 

I'eoplt' of iliis Nilhii:.' Vf'rv se'iioin tir never take fatfun from ( Tovernrin*nt owing 
To ditVienlfv 'n u'vi.u;; se(nrity. then in Os veritieiit ion. Miirh flint' m lost in applying 

ft>r itiijtin, aiiending e-airts, fnmj-dinig r''<'nnty, and then after many days lliey got Iho 
tdfffiri: and over and alanc thi^^ its reeovtTV is vtiy j),iinlnL Si* fliev }»refi’r to pay 
heavy iiUtresf to tlie than to take at clnaper intt'rest from (.jovernmont. 

'rhe eo * .p*rnl !ve so. iety is somewhat hefjer, hnl t,)le ftnrimurJtrK tend to diB- 

honesty. S, me It) fxr <f the pt'opie wh.o ean give joint Bcennly take money from 

ihe stKiety. 

W'tdl to «]o unit i vaior.s a's,t advaiK’e to 10 jier eent . of the p«s>r Ienan1«. 

never give any loan to the tenanlH. 'Fhe r>nly friv* ur lliey fdiow to 

g<sd tenants m tliat they <.ftei» posi|«-ne reali/.;iti<,n of rent for Ki*ine time. 

'Fho Jin.sfcffi nuiluij^nis cf l.nekn sw advnnee to tenant^’, on the ufjaJii syHte.ni, i.e., 
tiiey give Ih;. in and take- Hs. IJ after a xe-ir. 

riiere are neaiiv J.5 or hO 2 :aniifnliir'i in Ihanki, some of 'vhom are reKidenta while 
othe rs are e-f f>nl>‘!<ii’ plae t 'o All of tliem an* ni**ie e.r Ic's indelih'd. Ninety five per 

cent, e*f Hu- ^anttuiin s are in debt. 

The oaijs.s e.f ind*hieelness an' lieaw >x|>en-e-i. tioxh* of livin;:, Tnoiuanngeineilt 

*of household OTairs, marriage and s^Kual functions, and tlie dearnesr, of all arltelf-n. 
AgrieiiltoTists borrow for the folK.wjng piirpos.fi; — 

(it Uejiayrriont. cf earlier dclits, like tnffnri or wiihoitm' h deh*., 2 per eent, 
ui) l*:,yme]jt of aeenrmil ited interent, 5 fx-r cent. 

(iii) Mftrriagejj and other .social fiinetnins, 10 |H*? eent. 
itv) Difftress, 20 js'r <‘ent. 

(v> rayment of land reveime ;5iid rent, 20 pr-r ant. 
tvi) Seefi, 5 per (.-nt, 

(vii) Hxpenftes of < uliivatn n, 5 per cent. 

<viii) Litigation, 25 jier cent. 

(Iv) ITirchafic of plough bullof-k-i and miph inents of husbandry, 6 per cent. 

(x) Subsifttence, 3 perr cent. 

JKhan BAHADUii Mi NgHi Muhamm.ad Hhafi Khax. 
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ORAL EVIDEHCE. 

Lucknow, January 28, 1930. 


Prcfienl ; 

Mr. K. a. H. c.i.k., c.ij.k., i.c.s., m.l.c. 

Dr. JIadhakamal Mukhrjkk, m.a., rh.D. 

Rai Bahadur Pandit O, S. Ufadhya, h.a. 

Kai Bahadur liAuu Mohan Lal, m.a., ll.r., m.l.c., 
Dr. L. <). Jain, m.a., ll.ii., ph.D., 


^ Chairman. 
^ Members. 
... Secretary. 


(Witness : Khan Bahadur Munshi Muhammad Bhafi Khan, h.a., Deputy Com- 
missioner, Bara BanUi.) 


Dr. Hadha Kamal Mukerjee : The first question tluil I would like to put to you is 
how you reached those figures of indebtedness? — These uro: from geuerai inforuiatiou. 

How is it that your unprcnluctive debt is siualh'r and yirodiietive larger? — As a 

matter of fact the tenant requires soiuetliing for subsisteiiee. There are certain products 
in the two harvests that lie uses, hut they are rarely enougli to tidt^ him over the whole 
period uuIobh lie gets his new crop. In the interval he has to borrow. For instance, 

from kharif crop ho keeps Komething for hi.s suhsisttuico and tlie rest he sends to the 

inarkot. But this is rarely Hufiicient to carry him on till tlie rahi croyi. In the intm^al 
he has to borrow money. Similarly in rahi. They keep a certain amount of bajra, gram 
and w’heat for consumption. 

The Chairman : Generally I5ara lianki is rather a faA’Ourable district so far as 
indebtedness is concerned? — Landlords are indebted, but the tenants are not. They 
are indebted, but as (compared to others nothing abnormal. 

What arc your views about tacfovi '.^--GoYcrnimmi taqari in my opiniiin requires 
a little more elasticity. The rate of interest should not he 7A per cent. It should not 
be more than 6 per cent.; and in the seiond ydace the rigidity with wliixch it is collected 
immediately after six months should he relaxed to some extent. For instance, last year 
on account of a had harvest wo advanced taqari. Owing to failure of the rabi the cob 
leotion was postponed In my opinion the taqari should he made realizable within a 
period of two years. 

Dr. Hadha Kamal Mukerjee : Would you lengthen the period if you have a series 
of calamities from six months to three years? — In that case the pericxl should at least be 
three years. 

Will you t-ell us whether there is anyilung wrong with the system of marketing? — 

I have come to the general conclusion that tlicre is not very much wrong w ith the system 
of marketing. ^ Tliere is a certain amount of money which the cultivator docs lose. Ho 
loses time on his actual marketing. He has to do it. He goes to sell it. He takes his 
mmdocts to his arhatia. He has to sell it, and he cannot wait for the rise in prices. 
He has to pay something to the middleman, but the facilities which he gets compensate 
him for that. 

Do you thihk that any improvement in the supply of seeds is required? — I would 
like a seed dep6t within a radius of five miles, because a tenant requires more facilities 
in this direction.^ For instance, last year after it had rained in the first week of October 
wheat should have been sown. The tenant required seed immediately. He would not 
go to long distances if a de^t were near at hand ; that would relieve him of the anxiety 
and he would get good seed. People are complaining that the Agricultural department 
charges are very high. I think that last year the seed supplied by the AgriculturaF 
Khak Bahadur Munshi Muhammad Shafi Khan. 
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department did not germinate. The rea«on that the imu^e vvas leaking and the 

whole thing got wet. It is not only the loss of seetl but it affects the reputation of the 
Agricultural department . 

You are opposed to the transfer of tx'cupaucy rights? •" I atu op]K>siHl l«» it. 

If you want to provide long term credit to the tenants you must guv tratisfcrahle 
ocTMjmncy rights to them? — They should n«it be traiisferiihle. They ari' liandicap^^cd 
and w*e should keep them handicapped so that tlicv may not Ikj extravagant. 

The Chairman: You do not stx'm to have any sinall indust ries there? — I have got 
8<.)me industries. I have the silk industry which is in a very g<.K>d condition. We have got 
an industrial school which is w<»rking all right. 

Have you got tobacco cult 1 vat ion ? — Tobacvvi cultivation ia not on a large scale. 

That tobacco is only for local use? — Y%'s. 

Dr. Radha Kamal Maker jee : You have said in your reply to question no. 3A of I'art 
I*C of the questionnaire that land cannot pass from the Imnds of I ho agriculturists to the 
hands of the non-agricnlturists ? — It is uImuii Hundelklinmi. 

What alxuit your ov\n district? — The liand Alienation .\ct is not in force there. 
The MOL-agricuItiiriat in the ilundclklmnd divisidii canr.ot Iniy from the agriculturist. 
They have prov('<i them.selve.s to be inferior fanners. 1*herc may be !>etter men, but 
generally they are not of the require^d tyjH'. 

The Chairman . Ik iliere nuich lending business between samitidars and tenants? — 

1 do not thud. so. 

Zamitidur as a matter of fact wouhl he more rigid about payment of interest? — 

I know that they are very dangerous. 

Dr, Rndha Kamal Muke^rjee : l>oes <me tenant lend to another tenant? — 
tenants lend to smaller tenants. In my district Kurmis arc very well off. 

They lend money to {KHirer tenants?— Yc.*^. 

Yon have stated that the Ha.^togtfi id Lucknow* are advancing money to the 
zamindars ? — Vr s. 

Not to t)je cultivators? — No. 

The Chmnrian : Lucknow Jlaslogi.s lend monev in lialf a do/,en liistru tH round 
Lucknow, I hear. They lend money in Uac* Ihiieli, I’arlahgarh and Lara Hanki. 

Dr. Hadha Kamal Mukerjee : In (hone villages where KiiriiUH do iu»l dominate the 
professional moneylender has got a strong foothold? — I do not think that the moneylender 
is different from any other moneylender in any other village, 'i'hey have got fix(?d rates. 
For instance, if they advance grain tjiey will take xitu'ai. If there is a neW'e4aiu'r 
whom he does not know he will advance on tlie dcorhi system. If he does not pay at 
the promised time the rate is increased I’lie advameil rate of interest is from to .‘V) 
per cent. For instance, if yon borrow Hr. 1()0 lie will giv«‘ you Its. B2, and he will keep 
the rest, and then you will have to pay Rs. 12 |x»r month. 

S<j the rate of interest varies according to ihc rin urnstanccs ? — Yes, According 

to the security. 

(The Chairman thanked the witness, who withdrew.) 
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Mr. KRISHNA PRASADA, I.C.S., Collector, Bnlandshahr. 


Replies to the questionnaire. 

I, — AdlllCUI/rUUAL CREDIT AND CREDIT i’ACTLITIES. 

Part A. — Ayricultural horrowing for purposes of production. 

Qu(:.:ition I. — Tlic agncuituiibl Uhtows luostiy froiu the village iiioneyiciuler, money* 
Jeiiders ifvmg lu towns wljere towns are not far iiom viliiiges, and dealers in grain. He 
also hf»rni\vs from the (jovernment, hut only ui the fonu of taguvi, and tlial, too, not 
fiiijUfntJy. Where village eii-operative soeieties exist, hn'nis are also taken from ihein. 
lu some villages tlie hig motieyleiider living in a toun doles out loans on tlic ki-vt 
Hystein. Usually lis. 10 are given to he re|)uid witiiin a year in twelve montlily instal- 

lueiitH of Jio. i eaeli. This A/.sf system is greatly |)M])ular amongst the tenantry. The 

tenant does not real i/e. the enormous e. mount of inlere.-'i wlinh he pays owing to the 

faet that In' has !(► pav only fie. 1 at llie ( nd (-f t he month, whieh he ean well afford to 

do. 

The agrieiiiiurist borrows fitr all the purposes mentioned in tlie (jiu^stionnaire, but 
rarely fur manure, exijenses of eultivation, innlding of tanks and agrieuli ural improve* 
inenrs. 

Tlie hulk of the debt is ineurred for seed, suhsistenee, rt payment eff earlier debts, 
famine, payment of land revemu' and liligatinn. Ni'xl to this is the deld ineurred f.'.r 
lijurriage and other soeiai purposes, agrieultural iinidernents aiul pureliase of jiloughs 
and eatth', and only a small amount is borrowed for fienminent improvements like sink- 
ing of wells, hnilding of etc. 

Tlu* hulk of (lie di'ht comes from the moneylender, either local or of a iiciglibouring 
town. aNext to him eorne the local or the town grain dealer and the zumiudar, and, 
lastly, the ( foverninent . This holds true wIkuc co-operative societies do not exist. But 
where tliey do, they occupy tlic third place, the fourtl» being relegated to Government. 

Koughly speaking, about 75 per cent, and 25 ])er cent, of the debt arc incurred in 
cash and grain, reKpectively, 

The hulk of tlic loan is taken for short perirKls, i.f., six montlis. Almost all the 
debt in kind is for six months’ duration. The debts incurred f(»r siihsisience, litigation, 
famine, jmyment of land rcACnm' and some sj>ecial functions, and for the* purpose of 
ph'Ugh and cattle, are generally paid ha<-k at tlie next liarvest. Only a small portion 
of the debt is incurn'd for longer ])t riods. Jf i.s only for marriages, sinking of pahka wells, 
permanent imjirovenu’nt of farms, n^payment of small debts and litigation that long-term 
debts are incurred. 

Question 2. — Iksually, the rate of interest varies helween *25 per cent, and 40 per 
cent, h'or list Its. 12 have to be paid in twelve monthly instalments for Rs. 10 lent 
in the l»eginning. l*'or other easli advanecs the rate varies according to place, persons 
and aiiuuint. In some cases ca.sh is lent at two pice ]>er r\ipee per month; in others at 
Rb. 11-2 per cent. ]H*r monlli. Where ornaments are pawned tlie rate is one pice per 
rupee per month. Wliere bigger nmoui^ts are lent on the security of land mortgage the 
rate is much lower, 

Grain for purpose of seixl is borrowed on the siwai system, .i.c.. for 100 maunds t f 
gram hornnve*^ at the time of sowing, 125 maunds have to be returned at harvest. 

For other loans in kind, the n.sual rate is also siwai. But it gets higher w'here 
either the credit of the borrower is not good or where his ^need is very urgent. 

All rates nViove 25 per cent, are exorbitant. The Indian ajrricuUurist is extremely 
poor, and the return which he gets from his land is hardly enough to keep his body and 
soul together, So when he has to pay more than 25 per cent, interest, he only cuts the 
'Mr. Krishna rRASvDA, 
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iamily rations. If he effects a periuanent iniprovenient in bis bolding, be hardly geU a 
return of *i5 par ceiu., and ibis aceounta for meagre tiorroMings for ix^rmauent improve- 
ments. 

From the jxunt of view of the moneylender, such a rate is not altogether unjustificH!. 
He has to bt'ar considerable risk m lending money to the Indian agriculiurist, who but 
no credit, and be has to fac*e consnleruble difficult les in ret'evering the loan 

Moneylenders Jo not now, as they usc'd to do before, charge u seemingly high 
interest, l^ecause of the jxiwcrs given to courtH tO go Udiind such contracts and i educe tho 
rate of interest. The monevleiuler usually gets a rei'cipt for a larger amount fliun actually 
lent- Where gram is bvtrrowwl the culiivft!<*r bas to iiecepl ii higher rate when he lakes 
than when he repays the loan. He has further to meet the weighment chargea at Uitli 
the times. 

Question 3. — Laud mortgage is the only kind of security accept ed in the case of 
long-term loans. I'or short term k»ans, the Hecurny of ^l^lndlng i-rops, ngruuitural implc' 
inents and cattle are most ctuinnonly given «nd Hcccj>te<}. Ornaments ai<' pH^wied for bnih 
shvtri and long-term loans, '.riey are g«*ncrally pledgtt! fi r loans in eoniM-xion vvitli mar- 
riages and scsiai functions. 

Tile In'lter tiie title the mon^ can a person la^rrow : ami Ik* do<*rt generaily borrow 
i|U}) to his ntuK^si Ininf. 'j'hc Linnnolurs are gtiieriiily more indebted than occnpilluy 
lenants, wlK>se indebtedness exctwls that of tenants-at -will. 

Quf sitofi 1 . — When harvests are gootl and ibe contiiiioo of tlu' agrit ult in isl pros- 

pei’f us, be iisiuiily lias no dirfieiiKy in paying off the debt. In bad years, the payincnt 
has to be < i»}‘oree<l. In s *nie < use- tiirea? i.s used, and ui others, winue ibe ni'KieNlender 
Intpjwns to I'e tie* "Kuniebir <.r a strong man of the vdlnge, pressure is brought to btMr 
U[)on llie agrier, turm, If the b<irio\M'r is u fun r man *>r of ii l«*w easte, be is i>l'.o aoim*- 
tunes Ix'alen. ( ivd courts uie approacbeii as a last restart. 

The eultivator knosvs ilie prevailing rate in the market, but it is the tnnn vvlm 

lends out tlie money that dutates liie rate at wbieb the former is to borrow and repay. 

If wheat is selling at < iglit seers t*> the rupi**, the bt»no\ver g(du it at tlie rale ( f otity 
seven sccth, ind luis to pay it batk at tlie rale ef nine. 

Qu (\siiO)i r>. -The eultivator df»es not take- full advantage of the f;icj|iijes jrrovided 
for ioffan, breaiise be has an inherent dri’ad i*f taking kains from tlie (loverii- 
tnent. He fears tliat Ik* will have to grease llie |iulms of funet ionarii's, from the 
patirari ujuvards, -\lso, tlie eolleitioii of ifnjtivt loans is moK* rigorous. A/s tin* liinlitbgow 
CommissicM remarked : ' No system of (loverniiienl Ioann can ever be ^-o ebistje as that 
of the rjiom*v b‘iider ’ In tunes of dr/aight and «>ther « alaMnlieM, the ruh ivator, lyovever, 
liorrovv s freely from tlie ( iovernrnent . 

It liapjans very fn'/jiient!y tloit the person who taken the ttufari sp<*nds the money 
for ilomestic ends, pudi as mairmges. Inatead rff being given money for aeetl, lie hhould 
be given im]>nived need from dej>/>ts w bieb raigbl lo be ojxuied ut f onvrnirru eentres. The 
Agricultural depart m<*nt is not able to HUf>ply as murb improved sred i:h is needed. It 
will, therefore, liave to improvise means for greater supply in tbt* future. 

A rnhaf drawn by a camel is aVile to supply a- much w att r as three or four r/iorsas 

working at the same time. Tlie («inel ^’osts less initial! v, and ils ninditenam e doea not 

<* 08 t more than Rs. 5 a nirtnth, if even that much. Ho, iji‘*te;id ^if motu v being frittered 
away on wella worked by r/oir.vu, | am of opinion that fnrfnvt for wells ought lo be giveti 
to such cultivators who agree to fuit rahats info them. The money fnr rolnitti shr)n!d not 
be paid to the tenants, hut to some firm which makes rahafs. It should he p. ssihle for 
district offteern to give tlie inono|>f>ly for the whole district to a certain firm, and thiia 
obtain rahats at concession rates. 

So my practical fuiggestion that, a« far fK^ssible. tVie person wanting the taqiwi 

should not he given the (*adi, luit tJie commodity tlnit he neeilK. Of course, it will 1)« 

imfvossible to do this in a year •/ drought or when ahnorrnnl conditions prevail nnd the 
demand for taqari is excessive. 

Question G. — Cultivators do not. as a rule, combine t.o prcwluce crops. In the eftae 
of sugarcane and cotton, R<rrne do combine; but what tbey pcluallv do is to combine only 
the lahonr. plough and the oxen. They maintain separate fields, keep ftt paraic account*! 
of seed and the produce. They again cf»mhine at harvest ing time, after winch tbey 
separate for selling the grain. Comhinationa are not eommon because ut fragmentation 
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of tioldingB, and also because agriculturists do not keep any accounts^ and combinations 
are liable to give rise to disputes. 

CouibinatioiLS assume a certain degree of literacy and a sense of co-operation which is 
lacking in the Indian peasantry. They are certainly desirable in the interests of pro- 
duction of commercial crops, it would solve the ddliculty of equalisation of labour an^ 
capital. Some cultivators may pcjssess capital, while others a big family. Coinbinati(;u 
will be to the advantage of both, and sbuiild lead to increased production. Besides this, 
co-operative societies and the Government will be able to advance money more readily 
to such combinations. Cultivators who unite also score in the marketing of crops. 


Qucation 7. — The greater portion of the funds required by the Indian cultivator is 
provided by the local or town moneylender. This moneylender is a very clumsy necessity. 
His resources are extremely limited; and lie follows no rules except those dictated by 
bis elastit; conscience. His ledger admits of no audit, and his rate of interest is regulated 
more by the urgency of the borrow-er’s need fbaii b\ the value of the securify offered. 

It is this moneylender who has to be replaced. I’be most desirable agency is the 
co-operative credit siKMcty. For tlie provision of short -icrui credit this institution ap- 
proachoH the ideal. But tiie movement has not really caught on in the country. Much 
has certainly been done to popularise it, but still (here is niuch to be clone. 

The central lianks should be nion* c^ffectively Jinked vviili high finnnces. One of tho^ 
difiiculties is the eompic^te dissociation of co-operative finances from the sphere of high* 
finances. Securities of co-n[)erativo banks are not marketable nor are promissory notes 
excMnited l>y them negotiable by joint stock banks or the Imperial Bunk. Tims adequate 
financial accommodation is denied them. 


Part F. — Co-operation. 


Question I. — Co-operative lianks stand on their own legs und have no connexion with- 
other banks. I’his is due to the nature of work to vvlii« li ilie operations of the eo-operative 
banks are restricted by co-operative laws, I'.e., (bey do not undertake any baukiug opera- 
tions in tJio most usual sense of the word. Also an individual central or district co- 
operative bank is a very small and bumble institution, which does not command the 
confidence of big joint-stock hanks. 

There is no conijiH'tition between big joint -stork banks and co oj»crulive banks. In 
fact the latter cannot compete witli the former under tlie [uesent state of affairs. 

Question 2 . — In (be ordinary course of events, co-operative banks Iiave little diffi- 
culty in raising ea[)ital, but their needs are so limited that (hey are not always ready to 
accept deposits. Tliere is no elasticity in their finances; and unexpected or ahnormal calls 
for deposits or nhnonual demands from societies upset their finances. In some cases 
maturing deposits (d lug di'positors, who are unable to communicate their decisions of 
withdrawing tlu ir money sulliciently in advance, place the bank in an awkward position. 
Bimilarly, uMUsual demands from societies, as in years of famine, arc a severe test to 
co-operative hanks. 

Question — As noted above, tlie capital required for co-operative Rocieties in ordi- 
nary years is sufficient. What is needed is to make its finances more elastic. 

Question l.- Tiu' exeiujition from income-tax of genuine co-operative societies, and 
the iiu'Insion of tlie d('henturcs of provincial co-operative banks in the list of trustee 
Becuritics wf>uld eertainly be a help to the movement, and both are desiraldo. 

Question 5. — The ditViculty of inelasticily of the finances of co-operative societies 
would be met by the establishment of provincial co-operative banks, and its linking up- 
wit h the sphere of high finances. 
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Bai Bahadop Baba BRIJ LAL, B.A., Director of Land Records and 
Inspector General of Registration, United Provinces. 


Replies io the questionnaire. 


1. — AuRKLLTUUAL ( KJOUT and CliLDll FAl'lLlllKti. 

Part C. — Extent and nature of agricultural iudebtcduexii , 

Question 1. — The ipiestion of tlic 1 ‘xi.siiupf nidcl^ftlnoKu of tho af,>rit,*ultural 
13 one beyond the scope of ilit' J>epartint*iitri of Ijund Kee<irtlM {»r ii(giHtrftti(»n. A siafe- 
ijienl ciilleil from the figure.^ given in tlio aiintml re}>nrts of the liegistration dej^ttriinent 
is however enclosed, giving for the last twelve years the total ntitnher of mortgage 
deeds registered in the entire province and the anumnt of lonsideriition. ]|. will sliovv (hat 
about a hundred thou^anil mortgage divds for tin aggregate eonsiderat ion of seven crons 
of rnjH'tv per annum on an av(‘rag»\ are regutered every year. Hut the l‘ignrt*s eom|»nHe 
irK>rTga;.;es executed both by tl>e agrieiiltural atul le ii agneult ural ehiHsrs and separule 
figures art not :i\ailahle. Similar n;:urt*s liy regislraiion distruts are given in the 
annvtal nf.tes*or reports of the Ihv,i»^trnli4m department. 

I Clin sugg' st Ihiit valuable informatu n can be eoUceled fn.rn tbt' foH(»w ing 
records : 

(1) Mutation registfr . — All mortgages witli |>osMt‘SHion of pM»|)rietary rights in 

land, as well as reih inplion of such luortgfiges, in ev<Ty village in efu'h 
tahsil, can he ascertained from this n gisler which is kt pt in each tnhsfl. 

(2) Totnlling register and jmrgana register. — Tlicse. give the totals of areas uliemitod 

and of lh(‘ amounts cjf con.sideni(ion (or each year ovi?r a scries of uars 
sinec the last Kcttlcment in a village ainl parffana, respectively. These 
are also Kept in the tahsil. 

(fit Certain settlement records. — Some e.mjuirics, rather of a gemual nature, are 
made into the indfddednesft of zarntndars and tenants i»f a diatrict during 
settlement. Uefiiiits of these iiupiiries am given in rent rate rcporlx. Tliem 
must also be the recordR of the recent enquiricH of tViia nature in tlie 
settlement nthre or the distriet officcT’s oPhee, which will give more or lesK 
(omplete figures for the villagers, on tlie delailcfl enquiries of whieh the 
Beitlement officer or assi.st.ant settlement oflirer has Viased his conclusions. 

fi) Books I and IV . — Much valuahie information can he collected from ltoc»k 
I and to a slight extent from Book IV kept in registration oflircs. 

Question M. — It is dithcult lo make a general sialenjent as to whether land is jiamsing 
into the hands of creditors Avhf» are not cfTicicnt farmers for ilio province as a wlmle; 
but much useful infoniialion is given (n this subject, in the rent-rate repitrts about 

par^rtuu <jr tahsil recently settled. 

Part E. — Land mortgage banks. 

Question I, — As a rule loans are available to Ian41ordfi for long«fK ricsls, hut md so 
io tenants who hold no transferable rights in their holdings. 

Question 2. — Long-period advances are available on the security of land, houses, 
trees or other immoveable property. 

The main defect is that the longer the term the lesser fh<* advance available on a 
given security. 

Question 3. — Tenants withou* transferable rights can hardly get long credit at 

all. 

Question 4. — ^The occupancy right does not serve as an •deqiiatc se<.uirity for long- 
term credit. The value of the right as a fsecurity for debts can be increased by making 

Rat Babadub B.abu Bbu Lal. 



( 78 ) 

the right tran»ferablc ; bat it will, I confiider, be a raislake to make it transferable, aa 
this will increase the indebtedness of tenants and make their condition worse. Facilities 
should bo given to a tenant to acquire proprietary rights in the land of his tenancy by 
long-term advances on the security of that land. 

QueHion th — Only the questions whether the certificates of encumbrances should 
be issued <‘ither free or at a nominal charge by the registration oflices, and whether 
the registration charges of documents should be either abolished or reduced, concern me. 
I confess that I am not converBunt with the problem of “land mortgage hanks’" in all 
its bearings. From the [Kiint of view of the liegistration department it would he undesir- 
able to iBHijo certificates of encumbrances free or at a noiiiimil charge. If the number 
of such certificates issued by an office is at all large; it w'ill throw very heaiy work on 
the offic* » and may necc^Ssitate the increase of tlie staff, and reduce tlie income. Simi- 
larly, the nholition or reduction of registration charges will adversely affect the income 
of the dtqiartment, and the sacrifice sliould not be made unless it is unavoidable. If, 
however, the national interest demand that the sacrifice he made, the Kegistration 
department should in my opinion he glad to make it, s}>ecially as its income far exceeds 
its expenses. 


!^tatem§nt showing the number and 'consideration of nLorinajed deeds retatinj to 
immoveable pro pert!/ registered m the United Pmuincss. 


Serial num- I 
her. 

Year. 

Total number 
of mortgages 
registered 
during the 
year. 

Aggregate 
v. luc (or 
mortgage 
money). 

« Bemarks. 



Ks. 

Kb. 


1 

1917 

1,02,843 

5,01,01,139 


2 

1918 

98,V42 

5,34,81,049 


3 

191'J 

1,35,730 

7,6), 93, 718 



1920 

l,0v),284 

6,7027.882 


5 

l‘J21 

1,13,720 

7,02 13.672 


6 

1922 

1,03,910 

7,60,61,323 


7 

1923 

1,02,855 

7,20,96,432 


8 

1921 

93,04G 

7,78,90,880 


o 

1925 

' 1,03,906 

T,67,06,004 


10 

192G 

1,08,574 

7,6-2, 15,913 


11 

1927 

97,332 

7,25,27,5-22 


12 

1928 

1,03.038 

7,26.61,690 



Total 

12,73,046 

85,00,13,824 



Average of twelve years 

1,06,087 

7,08.41,985 
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Mr. E. H. H. EDYE, M.B.E., I.C.S., Collector. Meerat. 


Memorandum on agricultural borrowing. 

The taqavi sysicm is popular, and I do not seo how it could l»c improved. It lias, 
however, one serious weakness. There is no practical inethtHl of tuisunn^f that ilu* advauev 
will be sjx'iit for the purinise for which it U ^^iven, Tlie sanction (>ri>\i(U'd is to n (’over 
the whole advance in one sum. After it has been sp<nt, bowrver, thn cannot bo done 

without ruiiiin;^ the debtor. The |v>sses.‘^mns of the ordinary peasant are liniiiid In esseiilnil 

capital — a htilc laud, u pair (d bulUK'ks, aoetl for the next croj), and bare noccsHities— . 
HU unsaleable house, the clothes he stands up in, a stort* of home ;^ro\vn and liio 

utensils required to cook it in. 

‘2. The same difticulty, in ilio ultimate analysis, compels (In hatitu (o idiar^e exor- 
bitant rates of interest. At ordinary times '.H> per t'enf. of the lM»rr»\Mn|| done is ft>r im- 
priKiurtive expenditure — (.•erf-monies, Iiti;:ali«u), or the staving off i>f u previous (TtHlilor. 

I'ro.sjuv ta of easy and punctnai rec<»verv an*, ihert'forc. jstor ennn;,'i». And tlu-ro is the 

added con*^ id ration tliat any device— -and the law piaoides many f"i d«deniing a ereditor 
is consideri^d fair, and that in India little diserislit attivebes U* a man who applies to l>o 
declared a i-ankru]>t. 

?]. In ordinary ayriculture, lending for [>ro<iuetive t*x|Hvndi! uk' is oI' t\^o kinds — 

(1) Of seed — liu adv.'inee and reeov( ry l>ein;.' both ui kind. I '-ually n maiuid and 
•' fiuarn r is laken at harvest for a tnaiind advanecil at sowinj.;, i.c., the 
rale is about To per cent, per annum. 

CJi Of j>loiq.'li eat tie - ibe-c are sold on the instahiieni sy^i. in. H'Mi;:;li|y a 
l.is, .‘>(1 bnll<K-k is Hold for Hs. 70 to be reefoered in four biilf yearly instal- 
ments, the lirst on <leliv(‘r\. 

Thii f?ys{( itj has bi en intf-rb r(*d w iili in Hindu di>f riels hy < astc j^dnrhdunU^ , The 
business i? iarj^ely in the hands of butchers, and it lias fieen fi*uiid iha! if ihe imndiaser 
fails to pay an instahm ni he is <»fjen mdueed to .surrender In^ inilfdi raiH. irHitead, and 
these find tln ir way tei tlie slaimhf<‘r house. 

*1. Co-operative inetluKlH have taken no hold \vha(e\i r in tliis di sirirt. Thev arc 
eniirtdy o|*po.^ed to iht^ instimdri of the |»redonMn;tn( flat pea-autry, wlneo' vuim* an<l vice 
aro a sti dy indejw ndencc. 


Mb. B. H, H. Edye. 



Mr. T. B. W. BISHOP, I.C.S., Depoty Commissioner, Fyubad, 

Replies to the questionnaire. 


I. — Aobjcultural credit and credit facilities. 

part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from Government, co-oj>erative societies, 
money lerulerH, zamtndars and seed depots. 

The puq)Oflcs for which he borrows and the distribution amongst such purposes are 
as follows : — 


(i) For repayment of tarlior debts 


5 to 13 per cent. 

(ii) Payment of accumulated interest 


1 to 2 

(iii) Marriaga and other social functions 


5 to 15 ,, 

(iv) Famine and other kinds of distress 


5 to 10 

(v) Payment of land revenue or rent 


10 to 33 

( vi) Seed 


7 to 10 

(vii) Agricultural implements 


1 to 10 

{viii) Litigation., 


2C to 25 

(ix) Purohaso of plough and other cattle 


5 to 10 

(x) Sinkings of wells 


1 to 3 ,, 

(xi) Other agricultural improvement* 


2 to 5 

(xii) Subsistence 

. . 

5 to 15 

The debt is divided amongst lending agencies as follows ; — 
Government 

4 to 12 per cent. 

Co-operative societies 

. • 

1 to 10 

Moneylenders 

. . 

60 to 05 per cent. 


Thirty-tbr 36 to b!> pet cent, of the debt is incurred in cash ani 15 to 67 p^ 
cent, in kind ^ 

Sixty jx)r cent, of the debt is incurred for short i>eriod8 and 40 per cent, for long 
per led s. 

Question *2. — For cash advances the rates of interest are — 

‘25 i»cr cent, by moneylenders. 

per cent, taqavi by (lovernincnt. 

15 |>er cent. co ofx*rative societies. 

For loans in kind for seed, the sawai or deorhi system, i.e., one fourth or one- 
half in excess of the quantity of grain lent, is adopted by local dealers. 

For other loans in kind, the sawai rate is generally charged. 

Interest for cash loans is calculated according to the ordinary method, t.e., simple, in 
the case of taqaxH advanced by Government; in all other t.isea both simple and com- 
fXMind. Interest is half yearly at the harvest time in the case of loans on the sawai 
and deorhi syetom. 

In the case of moneylenders certainly the rates of interest are exorbitant, ihough 
the frequently ^highly doubtful nature of the security for the debt must be taken nuo 
account. Further, with payments in kind, it has to be remembered that the price of 
grain just after harvest is usually considerably lower than at the time when it was 
borrowed as st'ed. 

Tliere are no incidental charges on small loans, but on big loans the money- 
lenders' agents or mnkhtar4-ams charge some percentage on the money borrowed, which 
varies from 1 to 6 per cent. 

Ur, T. B W. Bishop. 
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QuesUcn X — The kinds of security usually given arc land mortgage, ’Standing 
crops, house property, ornaments, trees, joint resiHuisibility , prouoies ; 8otnetiult^» liaus 
arc arranged witiioiit any stH'nrily, only on word of honour. 

It is a fact that the better the title to land the greater the amount of indebtedness. 

The comparative extent of iudebtednofts is : tenants and sub lenams in the pro- 
j[>ortion of 1 to 4 ; zamindor’s and iahtqdars 1*2 to It) jH»r cent. 

The amount of debi secured on land mortgage is inert aaing The juro|H>itioa 
secured on land mortgage varies from 20 ttJ 40 ptr ct ufc. 

Qiieatwn 4. — Tlie iieuu) methods of cnbucing payniciu of debt from agnculnirihts 
are constant demands through agenis and, lastly, rtvoursc to ocmrls of law. 

^ficsfion 5. — The iuhivat<»r does not take full advantage of tiu facibnes provides! by 
tlie Agriculturists Ij^Dans Aei aiul the li.ind linproveiiient Ait. Tins is <luc l(» igncruiuc 
and btvause he is hiilutiiaieil U) resort elsewhere. 

In ahnornial mu aj^fdlcations jire invitixl i>n Itchalf of Government, amt the 
(»cople from villages which an hadiv alTecfcti |H)ur in with applieatioim for the grant 
Ilf h*ans, whih' iu nrdiiiarv tnoi ^ ihcre me practically no uppbcations. 

These rcphcb apply hnth lo the Agneuhurists l>>atis Act tXlI of 18H4) and to 

the Land Impnnement Act (XIX of 188^1), but applicationn under the former are, of 
course, iiniMeriscly more numerous 

Tlierc are no ]'ari s< uftrl\ obv ious and avnidahle defeetf^ in the Unfavi system 

Question (') I ku.iu 'if ih> in^^tanecs wher*- cuilivat^uH comhine to protluei' parli- 
cLihtr crops. Siu h cuuhiuaSion is desirable, but not possible. 

Question 7.- - J’li n- .nc drfccis in the picsem s\sleiu of a enciilhini! hnnoWltifc;;. 
Ibn the suggestion of iciu dus that will he suc«essfu) m prrn tiec is veiy ddVicult. Village 
J aiihs are g' <sl in Muors, but I’utuan imlur»;* and local clniraetcr and rtistoin hme 

first to he mastcri'd 

Po^'t B. — Atfiiculturai horrotrinq for fiurfioses of ntarkeUiuj. 

Que.Htton 1. — I'oiues, bullock carts, hitiloi-ks, camels and hutTa)<»ef* ar«j giou rally 
employed for ruean*i of convcyari' o nf cisips to imirkel, Pisu- tenants in need of eash 

'•liefi bring the crop fhefMsclv»a tr, fhe market. 

Que<tton 2. - There is no direct syatem in vogue of financing I lie marketing of 

crops, h\,i, generaily. jnoiiey is obtained from grain nierehanlH. 'Phe tcTina are ilnit the 
produce will lie sold lo them at a chea|aT rate than the prevailing rate. 

I do not think co t»perative six icti^H »honld unsist in tfjo marketing of crops unless 
aid until the administration of the societies is unproved. 

Qur^Htton Jh — In llic casi' of maikelin,- hi.s crop, the cultivatur gi.'nerally pays nothing 
the local inoneylendcT. He pays the comnuRHiun agent Ke. 1 or 12 annaa fwr cent, 
c n the sale-proceeds of the grain marketed, with two s* ers of grain per cartload. 

There are no hrokern in tliis distrieJ. 

Incirlcntal clnirgt s are cartage, fx trfd duty, tax for yaraon, w’eigbing chai gcti, 
contribution towards religious funds, umj for labour. 

Question 4 — The <‘ultivator stores bis grab) in granaries and dehris (big mud pits) 
made for the purpose. I have no practical suggestions to offer for improving storage. 

In markets gram is generally stored in bags. There are obvious deflects, but it 
s- difficult to suggeat feasible iinpToveraenl'*. 

Question 5. — The pnvctice of using grain stored in the, market as K'curily for 
obtaining credit does not prevail here. 

Question G. — It is very doubtful whether any system of licensed warehouses ou 
the lines of the American system as posaibhr hero at present. 

Question 7. — I know of no instances here where cultivators combine Ut anurket 
particular crops. Such corobinat n is desirable but not possible. 

Question S.^The system of weighment is satisfactory in the kssaliiies where siandiird 
inetvsures are the basis of weighment, but not where different measures are used, 

QueslioH 9 . — Tliere are no big companies or cxfKirting firms Jiere ; sucli h)ral 
Grins os there are do not indulge in sjieculstive deahngs. 

Ma, T. B. W. Bishop. 
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Pari C, — Extent and nature of agricultural indebtedness. 

Question 1. — An approximate estimate of the existing indebtedness of tbe agricul 
tural classes for any particular area can be framed only by having rei^ourse to inspectiois 
of tbe records of — 

(1) itegi St ration offices, 

(2) Ikgistrar kanungoM’ offices in tahsils, 

(3) MoneylendcrH’ accounts, 

(4; Agricultural seed dt^pdts, 

(6) Co operutivo Hocioties, 

(6) The IncDinc tax department, and to 

(7) LsK’al enquiries. 

It would be a big task. ICnquiries eould best be iinide through revenue officials. 

Question 2, — The principal creditors of the agriculturists arc Government, co-opera- 
tive societies, indigenous hankers and profesnional inoneylenderH. 

The richer agriculturists do not as a rule like to lend inonoy to tli* porjrer tenanls- 
excojd on very diHadvantageoiis terims. 

Question 3. — Without collerding figurcK for the last fifteen or twenty years, it 
cannot be said definitely whether, as tlie result of the enforced payment of debt, land is 
passing from the possession of efficient farmers into I he hands of creditors wffio are not 
themselves efficient farnuTs ; hut probably this is not happening as generally land remaina 
under cultivation even if sold to a non-ngriculturist. 

Part 0. — Small industries allied to agriculture . 

Question 1. — Out of the four lalisils in this ilistriet, in three tlie.re are no Industrie, i 
allied to agriculture, hut in the Sadr (Fy/.ahad) lahsil there are some (ui a eomparatively 
largo scale, fu>., (1) j/wr-makiiig and rafc-making at Masodha Government Agriculturat 
Far'u ; (2) oil-preK.Ming and ricc-huaking mill at I^cokali ; and (3) plant and flower-grow ing 
at Gulab Bari. The first and third are under official sufKTvision, while the second is 
^iw'ned by a local ^ais. 

Question 2. — the above industries are being run on modern scientific liius,. 
no suggestions for improvement can be made. 

II I. - liNVRSl'MKNT IIAIUT AN1> ATTTIACTIO.W OP CACITAI., 

A, — Encouragement of saving and investment habit. 

Question 1. — In rural areas the exi.sting banking resources are money lenders, lug 
mahajans and co-operative societies; in the city the Imperial Bank of India, Allahabad 
Bank, Oudb Commercial Bank and Ajt dbia Bank. 

It is difficult to form an opinion as to the adequacy or inadequacy of tliese resources. 

Question 2. — The (xisting means for encoura’ing the liabits of saA'ing and invest- 
ment are post office savings banks, banks, postal and other life insurance companies, 
cash certificates and the provident funds system. 

These provide fii’ly for the present demand. But the demand is not nearly wide 
enough. 

Question 3 — The only investment of the people is in the form of ornaments, and 
this too is rather dying out 

Question 4. — Postal cash certificates are popular, but mostly in (owms. 

The following suggestions are made to encourage their |K>pularity : — 

(i) They should he nmde availalde at all sub and tiranch offices even in tbe village. 

(ii) They should be transferable just like government securities without restrictiona 
and permission of the postmaster. 

Question 4-A. — Romrtbing similar to the national savings movement in Fln^land is 
probably posifile in India after a good deal of education and organisation in the same 
W'av as co-operative credit scxrieties are possible ; but similar difficulties for similar 
reasons will be encountered 

6, — post office savings banks do not at present afford adequate facIlitieB 
to tbe investing public. I would suggest extension of facilities to all branch offices.. 

Me. T. B. W. Bishop. 
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The claftMS which ftt preaent i«ke advantage of the various facilities for invest- 

ment offered by the poet office, are the educated and professional people. 

Opening of saTiiiga bank aix'ounta tn alt branch offices and propaganda exptaining U> 
the villiigera the benefit of invcsim<nt, «.g., tearliing in scJkx»U, would attract ihoss 

clatf8.ea tfiat do not resort to thus tyj>e of investment. 

Question 6 . — To a certain extent the rates of interest on |Ka»ta1 oaah certificates 
and trettisury bills do create coin|Hjtiiion Ivetween Government and banks in attracting 
monct’. 

I regard such coiii|K'tition a^i healthy to prevent a monopoly. 

Question B. — It would probably not proiuolc the aaviugs habit if public UkIii^ were »o 
afford Havings bank facilities an lew of tliOHe iKKliea comniand the oMifideiico of the 
people. 

Question 11. — The niuUiie elasseg have praetivftlly no aiirplus money. What they 

have is turned into oruainentH. Agrieultufsts do not get money in exeess of thoir 

reqiiirenientH. Well to-ilu f>cople mvef^t their money in the purehaHc of biiided projxsrty. 

'J'he/ kee[i any surplus money they have with thtinselveH. r.tj., buiy it under 
the earth. dejxiHit it in inui ftafen, ami so on. Some tiejxmif in hanks and savings hanks. 

They luse it for marriages, building of h<iUHe‘H, lending, pureliase of agriculiursl 
iinplenii nts, and piirehasing land or taking it on mortgage. 

QuesHon 12, — Farmers invest their surplns funds in purehase of rattle, ortiAmcnii, 
etc., and c.n leligious and <dher e* r« rnonioH. 

They lend to fellow agrieulturiHls, but on goo<l rates of inttrest only. 

Quextioti I'V — I agrt'c witli the vuw that in India thr* hanking and investment Inihit 
is of very hIow growtli. 

This i< due rltiefiy to loeal iharin ter .'Mid tradition — that probably have their founda- 
tion in the country 'A hist‘-r v, r<’ligion, rliniate and geographieal fHisition the net. rcHult 
of wliirh anyhow a (vmdition f.tfalislie apathy, fKwerty, ignorance und rnulual rniH* 
trust, wliieli unf' rtunately is only t«si often ju.stified. 

1\> edueate the ptstph- to inve t ihe r savin in productive undertakings I suggest 
teacliing in the Kclunds above a certain standard. 


M*, T. B, W. Bamop, 
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Dr. S. S. NEHRU, M.A., Pb.D., I.C.S., Deputy Commissioner, 

Rae Bareii. 


Replies to the questionnaire. 


I, — Agriculturai. orkdit and < hkdit facilitii:s. 

Part A. — Agricultural borrowing fo jmrposeji of production. 

Question 1. — -The agricultiirintB borrow from Government, co-operativc societies 
tnahajans, raslogis from Lucknow, Punjabis, l^^shawaris, Kabulis, landlords, grain rner- 
chants and inter se. 

They l>orro\v for all purposes mentioned in the questionnaire, excluding manure and 
t)ther agricultural improvements. The reasons are obvious : manure is available in 
plenty where the agriculturist has got some cattle, and, if not, it can be obtained on 
barter, wdule, as to other improvements, the agriculturist cannot afford the money, for 
either he is living hand to mouth, or indulging in extravagant habits according as he is 
poor or rich. 1 have noticed no case in whicli money was borrowed as such under this 
head. 

The distribution of debts varies within limits from place tf) place, person to person, 
and season to season. A very rough proportion w’ould be as follows ; — 


(0 

For repayment of i arlier debts 

.. 10—30 

pC! cent. 

(»*) 

,, payment of accumulated intere-t 


,, 

{Hi) 

,, mar: iago and ot lio’ social functions 

2t> 

,, 

(li’) 

,, faniiiu^ and other kinds of distress 

. . 15 

»• 

(v) 

,, paym ‘nt of land rc'venuo or r< nt 

.. 15—10 

, » 

(«'0 

,, 8 od 

10—6 

,, 

{ini) 

,, cxjKjnHos of cultivation 

r»— ~io 


{viii) 

„ agriculturnl imp'emonts 


,, 

(ix) 

,, lit gat ion 

.. 15—10 


(*) 

,, gurcluise of plough or other cattle 

5 7 

»» 

(**) 

,, sink iig of we Is 

5- - 3 


{xii) 

„ building of tank^ 

5™<» 

,, 

(xiit) 

,, sul sisteneo 

10—8 



The proportion in which the debt is divided between the above classes fluctuates 
very powerfully. The reasons are obvious. Koughly, Government’s share varies from 
10 to 25 and that of the non-Government bvxlies from 90 to 75 )ier cent. 

Division of the total debt in cash and grain varies very violently from place to 
place. In a wholly rural area it rang<^ between 25 to 35 per cent, and 75 to 65 per 
cent. But in u bazar area the figures are reversed and vary from 75 to 25 per cent. 

Forty to 20 per cent, of the debt is incurred for long periods, and 60 to BO j)er 
cent, for short periods ; but Government loans are a class apart. 

Question 2. — Rates of interest charged for cash advances vary from 12 to 24 per 
c<^nt., depending on the amount of the loan. Loans in kind for seed vary from 1} to 2^ 
limes. For other loans in kind li times the loan is recovered. 

The methods of calculating the rate of interest are — 

0) simple, 

(9) compound, 

(8) compound recurring, and 
(i) composite. 

The rates of interest appear exorbitant at first Vdush, but allowance must be made 
for the fact that ready money is obtained without difficulty or delay, practically at one’s 

door. 

Db, 8. 8. Krhru. 
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Other iQciJeutAi chargete are 2 to 4 per ceot. nuiamcMi or oomiuiuftioo or premium, 
e»|)ccialiy on big loans, drafting, scribing, verifying or kindreil charges on deeds, stampa 
and bahi khata, etc. 

Qut-^tton t ]. — The usual kind of security is laud inortgagt , >itanding ert>pa. future 
erx^ps, batat and irairut, futures, lalmur, house property, jewellery, but very rarely impte- 
iiicnts, as Riich. The reason is ohvious : if a tiller were t<> pledge his tiKdn all nicmna of 
tilth would disapix)ar. 

Question 3. — Title to land arul indebtvHiuess do not gi> together so simply aa 
suggested in the c|uestion. The fnllowme givt-M a very j.keiteiiy eoinpaniiivo picture of 
indebtedness of the various classes of landlords and tenants : taluqdant J7, raminilufi 20, 
undijr proprittors 23, «K'c;ii>anev tenants 25, non e<‘cupaney tcuauts 27. 

TImj amount of debt secureti on iaiul mortgage tends io mereuae, but not out of 
reason. In fact there is a detVnite drag to it. The ratio of se<‘oreil lo uns<x'ured debt 
is 25 to 75 jHT ctiil., very roughly. 

Qursttvn 4. — *rhe usual inetiuKls vd enforcing fuiyiiicnt of debts from agncuftiiriata 
virv from area to area. Kural l>a/.ar icerehants real is- 75 per cent, on oral or writt«n 
demand, and 25 by liligaii"n. which may or may not take its full murao. Peabawaria, 
I'vinjabis and Kabulis realise by force tmtjturc. Otherwise the ratio is from 70 to 90 
jsM cent. re<v>very out of court and .'k> to 10 in court. 

OpiiiKui <'<-Mfhcts very shari>ly t^n lie ipiestion of difference lietwcen the rato 
at which the cultivator Isirrows gram or rcjmy.s it und llie jirevailmg marktit rate. 
No Mugle panciiayat showed ununiimty. The reason is obviims. This is a matter of 
individual as viell as mass psyc hology so far as the [«ar! of the set lion 

^arv.Von 5 — Advantage is tak- u t.f .\t I XI I und .*\et XIX to the extent the limtUHl 
erediiH allowed by tlie moderate credits permitUnl by (iovernrnenl go. Normally lh«* 
demand ()V«*rw eigh' supplies by fiv(* b*Kl. Om* reason, as slaled, is the paiieity t‘f criHlit. 
OH'icr r« asorii art* : tljr government demand has to be paid pum tually, while the bania 
can be humoured into allowing time, of eour.s*- to bis own ulterior gain; ignorance of the 
euitivator; defects and debivh in Ji|>plymg for and receiving tnquri; the meagreiJOWM of 
toiinri received vxbi< b cannot, slop the need to tap a!t( rnativt* sourees of supply, dc. 

The (iiltivator borrows more iaqatt in abnoruial than in ordinary years to the 
extent of utl nr ItKi per tHni., according as the abnormal yearM are fat yeara or lean. 
Tf Ilk former, taqan if ann(.H*essary ; if the latter, the bsal market is dead and taqnti 
iH the only Htainl by. 

The pri scnt. taqavi sVrtiem is gi,(Kl 4»n the wlioli*, but the <l(det Is are obviouH. TUdtef 
tom ‘8 ver> In'e, or Itsi light; relief is not ad (plan- ; ir d»HM not throw' out alternative 
cbann.is of pseudo rein f ; tin- rate «.f interest is not low enough; the a(‘<'OUnting i« trs> 
cornpiiiated ; there m rmndi disBijxat iori of energy m the working of the Hyatem. 

Many iinproxem nt.s ( an be snggesfi-d, but from the nillivators’ point of view the 
following are essential : — 

Quicker diHbiirsemenl ; lower rate of interest: easier reeovrries, and last, hnt not 
least, adeipiat-e resfHuise. 

Question 0. — The usual in'^fonciM of enltiv8l<*rH combining toretfKrr are afforded by 
the working «»f tb.e hatm and .^aua^ in agrieulture and orebardry. Tfie reaHOns arc many 
and various. Sharif and Avill eomiune togetb»‘T. the former liringing capital and the 

latter lalHnnr, but iuHtances w h<Te c ultivators of iHe Harne standiiig combine together to 

produce particular cn>p,s arc rare. The cultivator is very conHcrvative, and at the core of his 
conservatism li* s l»is strong individualism. I consider such combination, except in oo- 
ofrerativc Hocicties, i»h imt jKfHsibJe. (Jround-nuf , sugarcane, and tobacco are tiie three crops 
for the prcxluetion of vvbi(’h whole*»filf condonation would Ixe desirable, hut, aa thitiga 
arc, eventual gain would be dissipate<l by friction in tlic wmrking of the process. 

Qaevffon 7,- All arc agreed tliat the present system of agricultural borrowing can 
and should l>e improved, as it has obvious defects. Many suggest bigger grants of taqaei 

at lower rates and receeterab’ in easier instalmenls. Tlie co^<j|>er8tivc credit •ocictieg also 

need to b« d«veIof>ft<I from vii»^ge to villar^e and extend<?d in each village, undeterred by 
lapses or failure. Most of all, a network of land batiks for the supply, ooc^dination, con* 
Ind, diatributioii and of rural credit are urgently nw?c«sary. They will he 

explained Inter. 

I>R. 8. 8 NKflRr. 
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Part B, — Agricultural borrawing for purposes o] marketing. 

Question 1. — Usually the principal crops are brought to market in the rural area 
on buffaloes, ponies, camels, carts and bullocks, but the practice prevailing in Ijalgan) 
Bazar is peculiar and scientific. Weighmen bring only Bamples weighing a cbattack or 
so to market and then the merchants buy a<;cording lo cjuotatious. The orders are 
placed with the weighman, who goes to the villager, takes delivery of the produce, brings 
it to the merchant and delivers it to him. The methods of marketing show no variation 
with the use to which u crop may eventually be put. 

Question 2. — In the rural area iiiarkcling is a one-man show, — the villager arranges 
It himself ; but in the bazar area the grain merchants arrange as above. 

There are over 100 healthy co-operative societies in this district, but they are only 
concerned with credit and have nothing t4> do with distribution t)r consumption. It is 
destrabh' to form consumers’ and distributors’ societies ufhliated with such healthy societies, 
care being taken not to load them with Ichtj much responsibility or work. 

Question 3. — In the rural area all the charges total fron> 3 pics to 0 pies in tiie 
rupee. In the bazar area they work out at 3 to 5 seers per 20 niaunds of cartload of 
crop. The latter chap^^es include ^ seer per cart swecjicr’s durs, a fraction for charity, 
such as Ramlila^ Dhanushyag, weighman *h dues and the like. These charges apjdy to 
sugarcane, not to wheat, in the bazar area. In the rural area tlicy apply to all produce. 

Question 4. — drain is stored in many ways — underground, in khain or pits; and 

overground in sacks, towers, etc. Thidcrground is tlic iuohI risky, as white-ants and rot 
cause great damage. Hut overground stetrage is more e.xpeusi vi‘. Tlic* practice of lining 
pita with straw, etc., is not sulhcient safeguard against the two pests of white-ants 

*nd f lingua. 

Question 5. — drain stored in the markets is not generally used as security for 
rditaining credit. 

Question (i. — The Ann rican system of licensed warehouses is unworkable in India. 
There are many reasons, drain is not stored for long; tenants are poor; stocks are low; 
ready-money is in great demand; speculation in grain stored or in expectation is not the 
praclicx^ here. 

Government can materially assist by granting faqavi or loans to the villagers and 
grain dealers for constructing rat -proof, rat-proof granaries. Hypothecation and specula- 
tion in grain may not be furthered at once, but the quality of grain would be maintained 

intact and so help all dealing in grain for domestic use or sah'. 

Question B. — The system of weighing in the rural or bazar area is not quite satis- 
factory. The reasons are obvious. The most serious objection is that food stuff is 
exposed to way-side dust, infection, expoedoraiion and putrefaction. As things are, it 
has a rough and ready simplicity which out weighs all drawbacks. The simplest sugges- 
tion would be to introduce and legalise measure by volume as against measure by 
freight. i ’ 

Question 9. — Tlie charge levelled against Ihe leading exporting firm is this that it 
shatters prices with a travelling load of 30,000 maunds of grain, wduch i.s dumped in the 
area in which prices are steady, to lower them ad and then, nfter effecting purchase, 

the prices are forced up again. The well-known evils of cornering and dumping are 
practised in a novel form. Prices are controlled. But speculation as such is not the 
object or charge. Evidently the cultivator’s profit is very seriously affected. He must 
deal through an organised body, such as co-operative distributing societies, if he w-ishes 
to avoid the above evils. But the difficulty is that the cultivator lives from hand to 
mouth, W'aiits ready money, and has no time or patience or intelligence to profit by co- 
operative procedure. 

Government could check speculative dealing in grain by imposing maxima and 
minima for prices. This w’ould mitigate, but would not remove, the evils. 

Pari C. — ETtent and nature of agricultural indehiedness. 

This is a section which touches on a most important problem in statistics, which 
is rationalisation. To show complicated functions such as health or wealth or welfare 
or indebtedness of any community or area by squared graphs, which show the wholly 
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nictrctricioas movement of two miBjomod varmbl«8 i8 open obviou# reproiich. A moffH 
rational systuu would exhibit all the variablea eooeerne<l« be they eoaeernod iieYer #o 
remotely, at a glance and show their dehcato niovtniieni over a whole clear eourae ol 
tinir , i’o V ^ualisc the movement of each variable against the inter connected movemeiit 
of aU vanabiort over a {xmod of time ih tn ratuiiialiso Hiatiatus. 

Tim. ha^ heon achieved in a way intelli^^ible to the lay mind by the eneloaed infant 
welfare chart* issued by this District Health and Maternity Ijt^ague, which displays tha 
eoiiiphcatcd nuncinentg of twelvv' iuier-det»eudeni variables during ten months of this year 
111 a visual and impressive manner, and servos a« an example to rationahre statistics. 
The same circular grA|()i can show the inter linked movement of as many us ISO variables, 
at a glance. More than tius—at a glance it reveals the linkage's and laws that govern. 
With this exainjile in view vve turn to the ipiestion of preparing an estinmfe of indebU'd* 
ness. None such exists, hut it would he easy to frame one. ll would show not only 
rorril debits, but also crctliis, as the two inovcmeutH are omverscly inter iinketi and 
e\|>(kse their growth for any se lected |M‘riod of time. 

The easie.st and rt-odieht way to pref>aie such a debit and eridit eensUH would ba 
to riKpnre from the patiche^ nf village who represent ail londitiouK and oaatea 

of tiomo Ci ouoinirH^' in tlu ir Su« h an ♦ lupiiry w'ould include iln* foiiitwing s(>actal 

jf> tints ; — 

(li Inherit'd debts. 
i‘2^ Sf'lf coni r.ieti'il <lehts. 
l.'b I’aid-nff debts. 

(1) Hent'wed debts. 

('>) Debts witij iow rat< of intcrr-sl. 
it}) Debt ? w ith nn‘ iimii ruf^' ( f iiili-rcNi. 

(7) 1'cbls vMfb Ingb rate of interesit. 

(N) OclUs wnli to virion- rato interest. 

('b Oral debts. 

11U> Writ ten «lebt * . 

(Ill I»(bts sc(nire<l on land. 

(12» l>ebt' t4<N tirc<l on jevvidlery. 

(I'l) D(d)ls s( cured on cropH. 
w* (14) Delds sveiired on lalKnir nr service. 

(15) Debts KccuTcd on bouses, etc. 

Next <‘oine.s the re groiifdng of d< lits according U> the Hourco, i./f., 
inahaj^ns, inoncvIender.H, Kabulin, Tbinjahis and JVnbawaria, grain merebanta, family 
jn iests, teiuftlcM, co (>|w'ralive siK ietics, l>anks and (.Jovernmenf . Next would como dabit 
incurred ^ni special objects, t e., Inisbandrv. cattle, feativaln, jewellery, litigation, pur* 
tdvase i land, piircbase ttf sbares, etc 

Next come the faetors on the credit Kiile which Would lie shown Inveruely. TliC 
total would no: * xcced IK) the inuximurn : wbiidi can W viHuribscd by the Hcrompanying 
graph. ♦ 

Pari />. Crffht jartlifirs lu r**<f>rrt uf aifrirttifural proffuct lan and nuirkedng , 

Quest ton 1. — The roles played by the various H;:eneieTS v ’*ry largely with the faetnra 
of tiiiiea, urgency, aocsHihihty, volume. Kccurity, etc. The rural pnKlucer ha« aece«« to 
Ootfrnnient in ab7*f<rma} seasons only wdien he can get taqati ganily hut not adequaloly. 
The. Imperial Bank of India is a “thing apart,** and its rmiltifariourt operations are 
neither underntood of, nor utilised by, the rural producer. The joint^Htork hankM aro 
inclined, rightly if you w ill, to ne ov< rcaulitejK and do not help to liquify credit, not to 
the extent lh« v could or sliould under greater guarantee, ('o-oprratipe bankn are moro 
aeeesaible and feed the rural societieit liberally within comfietenee, but the latter are too 
few and thi^ channel i>f rt lief in liable to Kf>ef*dy exliauwtioni Pountrff bankers are much 
more acee«f»ibU! and idhtw rapid credit, but it drwvs not extend long enough, certainly not 
to the b#irrower*« profit, vslien cut throat terms arc enforced under the heel of necessity. 
Po/festrional moneghyuhru, Kiieh a« DcKlmwaris, Bunjahia and their ilk, bring credit 
right to the threshold of tb niral fellow, but they will not hesitate to rob him of his 
cerements, so <lfh»tic ar tlie .. -'Uimls of force majeure they employ to reeoviur their loans. 
Crain merchatih in Oic bazar ar* a liave a very short sighted jiolicy and actually do lV>t 
look farther than their rio,«rfR in lending money for rural production. Finns trading in 
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Vb. S. S. Nehrc 



( 88 ) 


fertiii^erb' tools, etc., — no philauthropists by any ineans, — undoubunily realise the need 
to help the rural producer, if he is Uj be a consumer from their ix>int of view, and pursue 
intelligent methods, but their efforts are condemned to abortion, because the producer has 
not the necessary time, money, energy or skill to deal with ilitui. For evidently every 
rural producer cannot invest in up-to-date apparatus, bandied by these superior firms, 
be titeir methods never jk) attractive, such as l»ii\ -purchaHC*, instalrticnt system, easy re- 
coveries, transfers, etc. 

Kxisting facilities for credit are hence inadequate. Suggest ions to increase litem 

follow at the end. 

The causes of the alxjve dcfcciH are lunny — igiKjrance, poverty, suspicion, hostility, 
conservatism and the like on llic one band, srarid face to face with inelasticity, inadap- 
tability, unsuitability in the HyKteiiiH in vogin on the other. 

Question 2. — The above credit a.L;encieK play no sii.staiiiod or certain part in the 
cycle of production and still less in tliat of distrihutiou, exception being naturally made in 
favour of the taqari (h partiuent and the local banker, whose liniitations in regard to 
anion rifc and time of relief arc f)atrnt. 

Existing credit faciliticH an* iherefore inrtdtwpiatc. SnggesiionK lo increase them 

arc made later. 

Question 3, — There is no conscious or intelligent < o-ordination nr eoliesimi annjng 
the various desparalc credit ngencies, exci’pt in times of .slress vilicn ffoiavi and co-opera 
liv( banks and societies’ and zamindars' jf;ans are, always within fl>c limits of coiupc- 
tence, obtained by the rural producer more easily and mahajuns' loan less. 

Question 4. — Tliis is an inland province, ii iiinlerland, wliith cannoi afford credit 
for (tverscas trade in the sniiM^ nuasnre as that for int<*rnHl commerce. Already it is 
dilhcnU enough to furnish cr('(lit to producer and inland distrihiitor, — tlie overseas trader 
can have no chance. 

The defects in (he existing system of agrietillnral credit aiv now considered. Thd 
ideal rural or land bank should ctunbinc (be advantages of all ihr present systems, 
eliminate the disadvantages, integrate the benefits of the Kystems elsewlu.. ; . .such as those 
wliiidi experience shows (he Arnerican Land ihiuks to possess. 1 consider the latter 
first. During a rajiid tour of the Eastern Slate.s of America, where rural exodus and 

urluin congestion ari' the twin evils lliat stalk the land, I was much struck as at^guest 

of several American universities with the contacts 1 received from tlu^ rural producer 
"on thi’. tukk to cUL'lTiRic" ill the shape of a “college education. ’ Fiirnl credits liave 
ennbled liim tmt only to fulfil his primary role (»f production, liiit also to invest in 
luxuries which have beiorne necessities and to raise tiu' .standard of living and lend ideals 
to what otherwise would he drab existence. Sucli banks atrord ea^y, fluid, ample credit 
regardless of occasional failures, tin* adverse effecis of which are more than eipiilibrated 
by tbe pubU<*ilv (»f conspicuous succcsse.s achieved. Ihit let the following te.st eases 
suffice ; — (1) A farmer l>oy having only a litter of pigs can raise enongli money from a 
paternally-minded directorate in a niml l»ank to jjroceed to college for a couple of 
terms. iJnfortunutcly a "twister" strikes them dead. He hurries hack from college to 
farm; works as lithotirer ; repays tlio credits; raises inor(‘ money; and jiroceeds to 
college Again after obtaining fresh credit on ix)tihrv. f*2) Another example is furnished by 
an Indian at a university, wlio is ordered off to the land in aearcli of health which has 
broken down. He goe# to a land hank: obtains a loan, invests it in cultnrahle land; 
raiscB peas and celery ; pays off Inhourers’ wage.s, tool hire, watering charges, and the 

like with money advanced by the l»ank term hv term. To crown all, lie works as labourer 

himself and stands to gain a bumper crop for bis pains. But the vagaries of the weather 
ruin his cultivation. The cr<jp doe.s not mature and the l>ank registers a failure. But the 
Indian has made more than enough money as laboiuer at ten dollars a day. T should 

like such a universal credit rural bank to be started in India. Suffice it to say that 

Government should guarantee it to flie extent it advances money as tnqavi at the very 
hast. In fact this taqari binsineas. which is not a paying pro{K).sition, should be transferred 
integrally to such a bank. Facilities should be given to tbe local wahajans, hanias and 
zamindars to "invest their ready cash in such a bank. To avoid cut-tjjroat litigation it 
should have power to arbitrate between clients in cases affecting credit and such awards, 
within limits, should be recognised in the same w’ay as decrees of panchayais , orders 
of honorary magistrates, et hoc genus omne. 
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ORAL EVIDENCE. 


Luoknow, January 29, 1930. 


Prrsent : 

M». E. A. H. Bum. c.i.i:.. u.h.i i.c.h.. .M.i .t . 

Uai Bahaduk Baiu: Mohan Lai., m.a., ll.h.. 

I)B. UaDUAKAMAL MUKKlUFii. M.A.. Pll.D. 

Uai Bahadur Bandit Cj, 8. rivADHVA, u.a 
Mr. Mohan Lal ^’ah. m 
r>R. 1 .. ('. ,! \f\- M A.. t.I .h.. l li.D, 

(UiBiiva: i>K. N. N. .ViiHur. M.a.. d.. l.i.s.. Dt^uty i iUtr Pareh ) 

The (haniHun : V<^‘U Ktty ii»ut »u‘t' vsirialjlcH'. 1 Klumlit hiwv tlioitgbfc 

about iitiO iu\s<*lf. For luntanro, y«)u bav* loft out ili» of (itITrroiii lypow of caKtes, 

you havA^ left out tbo debt aotordiu^^ to lutonu'', uiul ho on, iiud lu fon- y(tn (iiuld |)ro|>ar« 
your graph ai all yov', would bjue to your ori}:inuI l^jurt's. — tir»fu('A.v) 1 don’t follow. 

The! VA bob' point that I am rriilly tlnviu;' at - I adunt tie ijui Htion wan not very 
clearly j>ut — is that it wa^* n<M so nuudi n ipusijou bow to f>rr(>nro the esliinato aa hoAv 
lr> get the figures to do the eHfiinale. — firilmwA) 1 bavo got ihe figures of ‘JO villagea. 

Tluit io <»f <(*ursf‘. dtfalin^' mainly with the eauseH of debt. The |wiint I wisb to 
make 18 tliiii in Ibe matter of eauHes of debt you are nev<r going to get unylbiiig that 
you eaa eall e\eu Hpproxiiuatel\ fiua). For iuHtanee, you yiiiirNilf have g’vtn us tw'o Hetrt 
of projKirtions m >‘>ur re[>fies to part A . — nFifne.'Ni 'rin hc figures me riMiny Hunimunca 
of what 1 gathered from otlur wum'-sses. 

As a mailer of fail. I ba\,* tsiioe to ibe vouelusiou tlia? if n- m odeHM pursuing 
tins kind e** empory and tinth r, bn-au^i' at ilit^ presml inomeui T biive got Hoinelbihg like 
‘2<i l/iklis f elaKsitied (b bl from all over tlio proviiiee, and 1 find tbal both w bert' I 
have lire original tigun s and whei.‘ I ba\e been mer» ly given |>ereent;iges baaed on what 
til'' parlK'ubrr vviino .H fbougln w a i a normal siati* of alTairs, 1 got tbi* mont «‘norini.air) 
variations. In ibe tirsl plari . yui eannot go on witb these fifteen vnricais kindt; of di bt 
nientioned m Bail A of ibe <|uestjonnmre. 1 bavt re-dividcd them into three, pr(»dmiive. 
uiiprodiurtiA" and, what f rail, unavoidable, that 's tlie [>avineot of land revenue and 
rent or iMUTov.ings for sulisj.-ninf : and Avirai I find is gmii vanatious JietAVf'en figuieii. 
In the ( a«e of nnpn'din five it varies from 3 to j>er ei nt. f >f e(uirs( , there are iota 

of reasons f<*r that. You start in the first plrei- with the great diltiiiilty of nneestral 

delits. There is no knowing wljat ibe anee.slral debi m f« r. — I li'ifrifJA) Mostly for family 

pu^Kistv. 

I know', and 1 bad no liesiiaiion in elaHhifying the wbob; <d it as uoproduet ia e for 

♦hat caune. Then again, if you ask a tenant how 'mueb he <iwed or b'urowed for any 

particular piirfmHe. he will not, be abb- ia tell you; and if hi' givea you any figure at all 
the figure that tie haw given \r*u is riot no much the i*rtu8<* fd hin borTi>w'ing an the aritiaf 
purpose on which he pj>ent ik Well that, of eoiirne, will vary from time to time, ()n« 
niomenl he may want manure and a<dua1ly spend it on seed though he liomiwed if for 
manure. Then suddenly one of bm btillocks dies, instead of buying acik! he huvM a 
bullock. If I cannot get .ut a ? ar projiortion r*n 20 laklm of debt, well [ will not 

be able to get it out on anvirung at all. There is anolher jxiint. Your figimHi arc going 
to rary a very great deal according to the time of the year. For instance, if you aak 
aomeb^y what hia debt is just after the rabi. you Avill find there is very little Khort-term 
debt of any kind. has all been paid. There i« fpiitc a large amount of long term 
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If you aBk him just before the rabi which is higbci you will had the less ia an- 
j)r(xluctive and the more productive. So it secinH to me there is no real point in pursuing 
fl.at ptirticiilar ty{)e of orxpiiry any further, because what we are really driving at is to 
find out what the true agricultural debt is. Ycui see tiic debt raised for a social ceremony 
of any kind is not agricultural debt. It has nothing to do with agriculture. It has oome 
into the ciasHification of agricultural debt, because in this particular case it happens to 
be the debt of an agriculturist. Your original figures on which you based it — however 
carefully they iriay he tak' n--are l)f»und, for these various rcjisonn, to be variable theiii- 
selved. You have probably taken them at a lime when debt is fairly high. If you 
had taken them* in next June, you should have got totally different results, and you 
would also got totally difTcrenl resultH in another direction, if you take them now in 
Fchniary and March. — {Witness) I have got the debts arranged eastcwusc. I started on 
<|uite different lines. For instance, there are about 24 villages which were examined. I 
just picked out five villages to see how the pr<ipf)rti(>ns varied. They are very nearly 
similar. Here are graphs* wluch 1 have prepared wliicli will show’ you the exact position. 
1 will send you copies. 

Would you (‘Xplain the exact inctliod by which you got these? Mr. Turner and 
<dher settlement officers got them in some cases through their kanungos and patwaris 
(‘laaked by lliemsclvca and in other cases they got them through aHsisiant settlement 
<>nic<‘rs or ihrotigh their own personal <'nquiries. Yon say yon did it all through pan- 
chayatfi"?-! got hold the village panchayaf . I sent for the panchayat and I noted down 
the (lifforent crsIcs. ^riicre art usually scvf'n rnenihers of ii pniichnytit of four or five 

castes. 'Dien fherc are about 50 to 00 or ‘U) t<> 40 non-pancknydf castes. These five or 
six or Kcvon came before me. I asked them to fill in tliese 15 columns — what debt is 

hereditary, wdint debt is sclf cfuitractcd, renewed, paid off, low interest, high interest, 

and so on. TIk'h I ask(‘d how' many families t h: y had. I got tlu‘ number of families for 
oa<‘h east*' from tlio pancfuiyat , then the number of castes outside the panchayat 10, 20, 
•30, 40, then the number of families outside the panchayat. Then T took out a percentage, 
10 per e(*nt. for <'ueh caste. Suppose there \v<‘re 00 families of Pasis. I took out 

tliree — soiuctiines more, five, hnpbazardlv. Then T got hold of (hern myself or sent 
my naih-tahfiildar to the village and said “yon get ladd of five repre.sentative Pasis and 
riifike em(uiries.’’ Well, lie began an i nqnirv on tbo samo lines. Ho found that out of 
15 or 12 persons called, 10 persons bad some sort of debt or oPier. This show's that at 
least 75 or 80 per cent, are ind«'bted, and that is why 1 find a very |)owerfiil difference 
from Mr. Turner’s figures. I found only 25 per cent, indeliled according to liis figures, 
I got it from his owm reports. 

No, it is about 4J1 per cent, laking Rae Bareli as a whole. — (Witness) I found 
aVwnit 15 to 25 ]>(t cent. 

That depends upon the time of year you picked (uit. — tfri/u€.?.v) The inherited debt 
•is a constant iigun'. 

Rai Bahadur Pandit C. S. Vpodhya : But the village surveys also show the same per- 
eenlagc. — (Witness) fjct me complete my analysis. T got all the figures for fifteen kinds 
t‘f debt from ti n .source's for each taste and I picked out 10 per cent, of families in each 
caste. Tljcn 1 got the average for each easto. Tn revirwing the dafa of the village I 
discarded any figures whiidi showed anv very wdde variation — very low or very high. 
Then T multiplied the number of families wdth the correct discriminating average for 
each caste, and so T got n com])lete figure, and that has been jotted dowm there in that 
graph . 

The Chairman : Tn otluT words, you based your figure for any particular caste on 
•not leas than five members of it, nr cnie-tentb of the t^otal of it? — Five, or sometimes more. 

I am gratefful to yon for all the trouble that you liave ^akon, Imt the first criticism which 
suggests itself is this. You liave taken 10 jH'r cent. You hiok that 10 per cent, at random. 
^ i>u .sehcled a particular 10 out of 100, more or lc.ss by chance? — By ehance. 

Weli, that 10 per cent, is a small proportion. How' are you satilSfied that that 13 
j)cr cent, taken at random is representative of the tme state of affairs. Miglit it not 
bt' that the very Jiigh or lowr represents the truth? — In my graphs I am relying upon 
ratios and the individual figures may he wrong. The ratios are hound to be correct or 
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xnueb nemrei the tnith than the other figiirej*. The ratio of two incorrect msky he 

correct. I am taking figurea which do nut differ very much. 

My point is tliat if you took as few a» 10 per cent,, those you have d^scartled luay 
rt'present the real uixmai. After all the real mean is the «»ac where there ts intmt. jit it 
not ftu? — Yea. In this tueihod I U‘g to submit that 1 am nearer the truth, hivuuse ] am 
taking the ratios. The figure I pickttf her© on an in»ensive cni]uiry among persons wlu>tn 
I considered representative is iieartr the mark than what y<ni will obtain frntn lion>v' to 
house enquiries by Arniiw«(/<)x who may not he able to get ilie whole truth. 

Dr, Hadhakamai Mnkerjee : On the whole we have iound that the jMOvt tows,' of 
indebtedness of a parlicviliMr caste is naturally the Mime. — (VVtfnrvA) That atgnes fm its 
reliability. I have examined *24 villages. 1 have p.iki'd out thrse five, and yon will see 
they are nearly iduitieal. That is the strongist pru>f of its rchahility. 

The Chairman : You have oinitled VH) per cm nt. Might that not \ery lonsidrinhly 
isHMlify these results? — But I am taking the aventge. 

Dr. Hadhakamal Maker jee : In Utosi* cas«‘s y<»u huve taken 10 no ii from diflcnnt 
Tilhiges? — Soinoiimes there are *20. 

The ('hairman : ^ on nay you have toke n m«‘n, by that \rrii mean Tlie 

jiead of the family, the l^read winner. 

Well, 1 will makf what use of that 1 ean. li will prohaldy servo tih ♦» eorre< 
to the figures we have got by the other method. 

The B'lfriesA ; My figures are castcwis.* and lluy include* evri) <uie. 

Dr. liadltiikfimiil Mt^kerjee Could't \o\i give u-* mu h slatistieal data of indohtedm ss 
in relation to mire and tlie size of hohling.s?— I eoiilti work tlmi out too, hut I find 

that there in no breei workahle eonec-ivahle rcdation hetweiui the teiiure atid the \ilUges, 
It is most extr;mrdiniir:fy coini'licaied. 

The griK'fal < Nidon''e sinoH to show ihai ih<'r>* is some relation between the ainoiuit 
<»f indehtednoHH and the si/,c of leddings and also the slatUH of the <•ultivator. 

The U efm tis ; In this f<!rm wliuh you issued to the kunungrffi the other day you 
oay in regard to family no, I ’“wliether resident or non resident.*’ On that particular 
lK>iiit my enquiry brenka down biMiiusc there are taluqtiar« who ar<' aometjfnes imt rcHidiiig 
there. 

The Chairman : That it rnerely a inetho^l of Mcdec ting vvloeh purtictilar village should 

he t nquired into. But this relate.^ riien ly to the rnom vlend<*r That liaa got nothing 

to do with you. Y'oiirs is entirely ca»l€wisc\ 

Dr. ii.adhakamal Mukerjee : Can you gi\ ' us similar data of the amount of mdchf' 
ednosfl in relation to the size of holdmgM an<l ahM> the* Htaius? It is very simple, i can 
liave one extra line for the size of lioldings. 

.Iff. Sah : A.s well as the righta in land? — V ch, I can do that Nhj. 

The Chatrnuin : 1 do n(;t know that it is really necesKary, horausc' ile tigurcK 

will be totally different. 

Dr. Hadhakamal Mukerjee ; Here we will ha\ ' an organised dobt survey for a 

particular tract which might he imeful. 

The B’lfriesji : Y’ou have got 24 villuges all arranged caab wise. 

The Chairman : Thut is very useful in itself. My jHunt is this. \Vc have not 

got that detail fvir anything but a siugle distriit, and 1 Khouid bt; very nhy in applying 
the percentage you Jiave takeu for Kae Bareli to, say, Meerut. f>no tiling you will « e 
is thai in all your figiirea there are enormous varialioiiH between district and dis* 
triet.-— That may depend on the fK^rsonal equation. 

It may not dt^pend on the |>erftonal equation. It d^ fK'nds very largely on the lastc. 
Thewe figures are extremely useful for the particular tract to which they relate, and 
within limita you may fxissdily b^ able to apply Bn in to others. 

Rai Bahadur Bahu Mohan ijal : Have you got Gujars and Jatf;? -We have got 
<3ujara. 

The Chairm4tn : That i» one of the difi^ultiea. It will he very difficult to apply 
these figorea to the whole province. If it is worked out for every diatrict in the province, 
I>a. S, 8, Nbitrtf. 
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no doubt you can get as close au you should. At present the position is that on the 
basis of Rae Bareli you would have to estimate for the rest of the province . — {Witntssy 
Anyhow universal castes should not vary very much from district to district. 

Mr. Sah : They do vary according to ciijcumstances. 

Jiai Bahadur Baba Mohan Lai : For examjdc, in my district there are some* 
Thakurs who are not indebted at ail. They are moneylenders. They are big people; they 
purebas.^ property. In scnic plactrs Tliakors are heavily indebted. In some places Brah- 
mans are indebted. In some places they are not indebted. 

The Chairman : When you come to comparing the figures with other places, the 
difhculty is that yours were taken in a particular year and at a particular time of year 
and Mr. Turner’s were taken at some othei time. 

The Witne/is : For instance, hereditary debt and paid off debt should not vary. 

7'ke Chairman : They pay iliem off occasionally. 

7'he IVttnes^ : 1 will just read out the form ot enquiry which I made. Every one 
lias accepted this. That is another point that argues for the relative accuracy of these 
ligurcs. Supposing you haa Ks. 100 to lend and you took out two cartes, Kunjra and 
Fakir. Would you give it to the Kunjra or Fakir? ^'ou would rather give it to the 
Kunjra. If you give to the Fakir then the thing goes wrong. 

Rai Bahadur Babu Mohan Lai : Could you tell me it caste indebtedness would be 
Hutticicn* for the purposes of enquiry in relation to holdings? 

T/u? Chairman : Tlie whole difficulty, I might say, with your figures is that you 
have taken them at a timt* wlicn, 1 suppo.ne, debt was at the worst. It ha.s been going 
on for years. It is a fact which of course, affected our results all througli. You 

are finding that not only in this particular case, but you find it iu Mr. Turnir’s case. 
Some w’ere taken in 1928 and some in 1929. Tln^ same in other districts. The figures 
taken at the same time as yours would probably all link in wdtli yours, but of course 
thi’V w'ould show tin? thing absolutely at its worst. — ( H /f ncA-,'?) As I said tbere trie 
kanun(jofi made (unpiiries from a f< \v p(‘rsons, and here 1 pickenl out most reliable men, 

I don’t know about that. Tiie figures 1 got from oilier districts amount to about 
49,000 individuals. 

Dr. liadhakatnal Mukerjee : Thai would nm make any changi* in your estimates? — 
Von mean hereditary and self-eontraeted ? The differenec htdweeii the two- 
w'ould be about lialf. ISlost of the debts are self -eon traded. 

The Clidirman : \\Cll, now can yon tell me from this graph without much trouble 
the comparative proportion of, we will say, hereditary debt p/i/s social debt jdus litigation 
1)11 tbo one hand, to seed, cattle, labour-expenses of the profitable kind? — That can b© 
worked out. 

Well, 1 eaii tell you what the pnqHulions are winking out to be roughly. Unjirofit- 
able debt of the type I first mentioned is about 50 to the others 25, with a variation in 
favour of tlie profilahle u[) to 29 or '39. They are tht* three kinds. — (If'ttuWA) 1 wdll 
have to enquire afresh, 1 am afraid, to find oiu why they borrowed. 1 made my enquiries 
discreet us |K>ssihle and as little inquisitorial as possible. If you show^ed that you were 
inijuisitive ilu- villagers wvuiUi he shy, and it is very difficult to get things out of villagers 
wlien they get shy. 1 will enquire- in one or two villages and givc you exact figures, 
ht eause I Hliould* not like to mislead you with mv own personal erratic presumptions. 

Here are my gnmps. (’ouM yon supply figures in respect of them? [The 
rhairman marked a fetr head.^ in Part I A question 1(5) of the questionnaire,'] 
Individually and also collectively, they are all tending in one particular direction. To put 
it in simplest form, the unproductive is varying round 59 i>er cent, of the whole lot taken 
together. The other two taken t-ogether make the other 50. The tendency^ is that the 
productive varies from 25 to 00 with a general tendency to the higher figure. — i(iritmeAA) 
I will see what mine works out to. 

My Rae Bareli, on Turner’s, figures are 51, 20. 29. Then all these intensive survey? 
have been taken at much the same time as youns and fbey are spread all over the districts 
They vary a great deal in individuals, but they work round 40, 23. 31. Of course Turner's 
figures are to a certain extent upset by the fact that he came across an enormous aniormt 
of litigation debt. In the case of co-operative societies unproductive debt is naturally 
Hr. S. S. Nf.heu. 
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ft|naU. The figures go the other way — 31, IM), 49 — (Witne4si This }>erceut«ge I have g*\cn 
is ottJy an abstract of wbai others have said. They sliow the range. They uaually range 
l>etweeD 10 and iX). 

Well, you can lei that go. 1 am very grateful to you fvir all the tfx>t»hle you have 
taken. At some time Jt might l>e [>i>88ih)r to find people who will make more use of this. 
And what with out* set of figures and another set of figures 1 sIihU probahly be able to 
get at something. There are so many kinds of luonevlemlers, Kabulis, IVsIiawarjs. ruuja- 
bis, HastOQi/i^ mahajans . etc I>o not some t»f them realise their dues l>v forct'V— lt is only 
Kabulis annd Peshawaris who re-^orf to foree. 

Mr. Sah : Do you not think that they should be prohibited? — No. that is free trade. 

Hat Hahadur Hatidit G. S. Vitadhya : So you allt^vv them to eoinuut fr<a belabour- 
ing? — We allow free trade and not free belabouring. The debtors niny Jiay them hiu*k 

in ilieir own onn. 

The Chairman ; Now i roiiu to tlie general <{iieMtion of agrintlf ural 4 T<'dit, We riinio 

l<i (lie genera] eoiuliHiun vt sserday that we ought to prin t ed iiliaig t\v«» lines. You have 

certain agencies wliieh i»roMde iiedir faeilities. Vtui start with th<* small inoneylemler 
or tlie HUiall hanta, who jRi>se.sses a -mall eapitai of, say, IN. I.IMM). He getuTally <ieuls 
with tenants. Above that you have the sahukar, a hig man, w ttii a capital of half a lakh 
of rupees. He has mostly got to do with trarle agneiiltnri>ts but Vie also a<tvanees money, 
to a certain extent, ilireeily to agru ulturisis. Above that y<>u buv«' got the log vtahajati, 
who IS a banker and a iuon» viender in a hig way. He (un d^i every kiml of (‘oinmerrial 
tinaiKiMg. At ilu' to[» of that you have tfu- Impertai Haiik. JCach of thoisc is itpiraiMig 
in his own sphere, i)ui ;«t the present moimnl then* ts no sort of <MUHieeti<»n or link 

hetwi'en them, (hi ilu other briml. you luive got imwlern melluMis. 'I’bere is eo <HH‘r«tion 
at tlh bottom ami a pout st<K'k bank at the top. in between you «‘an conceive of sever ul 
intermediaries. have in i!>e fir.st pbiee tlie priviitet banker- lie is not very f’omnif i» 

lu India, but lie does » visl — like a jomt-Hloek )»ank with nnlinnted liability. There an 
such cases, 1 know of one not very far from tliin nK)m. 'I hen there ih the land inorl 
gage bank. So, i«m», there are the provineial eieopcTative bank, and possibly purely Indian 
joint stock bank. It Hcems u> me, cirenne^tamtes btdng hh they are, what is re<piiri*d on 
the indigenous sidi' is banking legi.slation from top to botUmi. Von want lo lic< nsc 
your rnoneylonder in order to criiilrol liitu. You have gfd to work iipwards from bottom 
to tf)p and to iTect ycajr superstructure iMHordingly. T.’ltimakdy the two linen will meet, 
and they will nuvt at several jKiints. Do you consider — take it in tlu' aliHolutely bniadest 
aRpoct, I do not want to gi> into details at the moment — dhat tins ih a fKWwjble liite 

of advance? No doubt banking legi.slation and adniiniHirativc aelion will bo reqmrwl. Ah 
rfigardfii co-'^wration , it has been g»dng on for the last fjft(on years, hut it haw not 

shown the exjxvted r««ults. In fact its growth has Im-cu stunUd, and it has got In 
be given a freah start. Therefore, 1 tiave no hesitunon in saying — 1 nisdogise to my 
friend Mr. Upadhya for this — tViat we <uigbt to regard the < <» opciiitiv'- movement, as I 
do myself, a thing Hcan'cly existing at tlu^ moment. 11' if ruvi.v) Yui propose legislation 
to deal with indigenous liarikers and d»‘velop fiirtle r tlm ro ojierative hanking syatem ? 

W^itli tie hope that tloy will nltimatidy im-ifO' inio <me — fUh/foAA) We <lo not 
want ab.solutoly to kill 'he monvyvlemier. Wliat we wain to iuive ih h sorl of difttricl 

eu-operative Imnk--] would not caii it a bank : that is a matter of dedaJ — to which tlie 
village bama would be affiliated and in (he profiiH of which he would share. If he can 
lie induced to deposit his money in timl hank, you would be taking a right patio 

There ig another t^ioint. Ih it jK^H.sihle to have a wort of co orw^rative goeiety of 

rnoneylendera through which all of them may |)Of>l tlvir rcHoirces? The gentleman wlu» 
put this Huggestion before us was ready with a complete working scheme. Ho wanti^d 
the whole province to be divided into moneylending cs^'clcs just- like hanungn/i* circlcH, 
and ho suggegted that one or two monevlendcrs might he hccn«o<l in carh circle, and 
not allowing them to charge more than the rate of interest prcHcrihcd. On lop of that 
ihev would be prov’ded with capital at a low rate of inVrest by some method of cheap 
credit. His idem was that in this way you wonid be able to f>ool the resources of all 
the monevlenders. — (Wiirtf^f) T t! ilc that would stifle init'ative. 

That wgfi exactly the prdnt made bv another witness. He aall Ibat it would 
stifle competition. But that in only one Ride of the question. — (Wiivess) Tn my opinion 
the beet thing would he to trr it in a few places' in ^he fir*»t io«fance. TTie specific 
metbrid I have in view is that our organwalion should be modelled on the Anier c m 
system of land baniks. 

Bb. S. 8. Nkbkv. * 
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Mr, Sah : Would you call it a land bank? — 1 would not use the tenn ^bank' at all^ 
because the psychological as|)ect is more important in financial niattera. 1 would use 
the words ' Land UJlice/’ Take, for example, the American “Expresa (Jixxls Com- 
pany.” That is a very neutral title. There is nothing to indicate that they have a 

hanking side, but still they carry on banking business. Then we have got a lot cf 
iaqavi money to be distribuUsd. Many people apply for large amounts of taqavi and 

have to go to the tahsil ofiice. They can as well coino to the land office and receive 

taqavi, llio land office can hKik after the business of distriliution of taqavi, and that 
will be much more practical and scientific than tlie j»reseiit sysii'in. 

Dr, liadhakamal Mukerjcc : Hut taqavi is not granted every year, and your 
rural office would bo onl}' a seasonal office? — W'e want some sort of organibation for 
the purpose, and this office will he the only centre iii'‘ the district. It will do other 
things also, and, therefore, it need not he only a seasonal office. 

Mr, Sah : Will you liave only one office in one pJaci ? — T wDtiJd have a provim^ial 
rural office and a district office; also a tahsil office if necessary. 

Will it have the same personal touch with the borrower as the village moncylend r 
has at present? — It may not have that in the beginning, but w*hen the office is distri- 
buting taqavi, it will be much in touch with the villager and he will come to the office 
to take money. 

Will the bank earn sufficient to pay (he establishment? — The establislunent wilt 
not cost very much. The office will be a distributing agent. 

Dr. Radhakamal Mukerjee : Will won link this organisation with the sahukar? — 
Yes, it will bo possible to link the sahukar. 

Mr. Sah ; M'iil the sahukar Miffer in his huHine.ss thereby? — He may, hut we do 
not want to make his lot hard. 

Ts he likely to give up his husinesH? — He may not, hut he may bo killtd out 

of it. 

Will it not he a difficult matter? — If a villager goe.s to the rural office and gets 
liis taqavi, ho may not have to go to the sahukar at all. 

Will he go to the rural office? — He grxjs to the tahsil office to receive Iiis taqavi. 

There is no reason why he cannot go to the rural office. 

Is that not because there is no credit available elseAvhere and because the village 

moiuylender cannot cater to the needs of ail the people? — That is only the case in abnor- 

mal seasons, Imt it i.s not always abnonnal when they want money for seed, bullocks 
or improvement. 

Hai Bahadur Pandit G. S. Vpadhya : You have stal(‘d in your evidence that the 
village moneylender brings tl>e money to the borrower’s door. That is a great advantage, 
and you }uiv(' said that that advantage overweighs tlie other disadvantasres. Will your 
proposed hank or the co-operative society, whatever it may be, be able to function 
in this way unless the*e is deccmlralisaiion and the money is given on the spot? — Yes. 
Taqavi is also given on the spot, and the rural office w^ill also distribute the money in 
that way. Scinetimos it happens that a villager has to walk ten or twenty miles from 
his village to receive taqavi, and when the rural office distrbutes taqavi' it ought to 
be quite as feasible for him to go there. Even in the case of a mahajan, although he 
brings money to his door, a villager has to go to his house once or twice and dance at- 
tendance on him, though the distance may be five or ten miles. 

The Chairman : In any case the rural office conid distribute taqavi on the spot, 
and to get ha'k to the point, you want to siihstHute something of a centralised kind 
for the prf>8ent diffnsrd credit of the monevlcnder? — Not exactly that, but something 
W'hirh will he quite of a regular sort in the district. 

Wl>4it will you do with the monevlender?— You freeze him out if be is a bad soit. 
If be is of a good sort, he will ^ come in himself. 

What about ^)roling the different sources with Government help? Ts it possible 
to pool all the bett.er mahniavs ; nd a certain amount of Government monev? You wnnt 
to freeze him out; I say “freeze him in.'* -^{Witness) That can be done in the case of good 
mahajans. 

Dr. 8. 8. Nkhru. 
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OpinioD has frequently been cxpresBcd that the money lendor is nothmg loss ibim 
a Tillage Shyltx:k, anti that ho should bi* squeexfd out. Are you one of those wlu» abso> 
Jiitaly dislike and distrust the nuuiey lender ? — No» 1 do not dislike him, 1 do not dis- 
trust him. I shall use him as he is and will try to improve him wIkto (K>SBible. 

Rm Bahadur Pandit G. 5. Ppadhya : Is it not your suggest iop thst he should ho 
r<'forniod on pro[)er lines*? — Yes, he must be lefonntHl and nnproveil. We must try 
to make him iinxiify his ways so as to suit the present requireinentw. 

The Chairman : This is a very important |>oint, and 1 think all of us wdl agree 
on thm ^)oint. 

Dr, Hadhakamal Mtikerjee ; Don't you think the cO' 0 }H"rativc movoimnt has still 
a chance of huccoss? Or do you think that a oo ojHuative hank in the village would not 
»i»rve the same purpose as a rural othce? — Unforliiiiately tiu' oh tK'tiori to I ho word 
“hank" af>plies to this also. The mentality (»f the ^ilIager is that ho does not trust it. 
The rigidity of rules for the r' paynient of itittari i.s very imicli resented, and the wh<*le 
sysitMn has got a bud name Ihn.ugli bad debtor-i. 1 wouhl, llu'rcfnre, not use either 
“bank " or “cooperative bank." On the other hand. 1 would v< rv much modify the 
rllk^« and make them much more elastic. 

fiat Bahadur Babn Mohan La! : Do ytui want these rural itfliceH to meti ail the 
requirements of the agriculturist/ — Ves. 'rhe rural otVue s)»,»iild he able In supply im 
proved seed, wntir. irujtrovcd iinitlements and thcap credit - in fait, finililics for ijirrying 
«»n all jM;rimtde functions. 

The r/ojirnoiu : So you wiuit this rural (»n!ec to he a eenin- where y<ui may play 
the eu *tgie« of half a do/en (Icpurtinents of (lovernne nt, ru., agricultural storoa for 
«ecd and impiT ved implctoents. industrial and < ndit fiu ililies, amt so on? — Hut in a 
very Hiinple h»ri4o 

So you will hr.ng in everything that ih lielpful to tl»e cullivator? 

n>u Btih'idur lUfhn .\U>htin fjtti : Do you ih/nk that this rural riflu e w ill he ahh' 
to Hiipervise the whou' tiling, i.r., the proju r distrihution mul rcalisalion of money, etc. ?■ 
Dh, yes, 

Mr. Sail : Do you tlonk liuD the fahsil oflice will i»e ahlc to realisi^ tlie money? - 
’^■cs. When the l«>rr<over luiov.s that he is gefimg ttufun lo aru»}her hum In* will 
eertoinlv I'iV it hack more {juiekiy and promptly than the duf'H of the (‘ooperntive society. 
Tlien y;n Inive got the tahsil staff and oihers to full haej; npciii. 

Dr. findhokarnnl Muhrrjt’c : \N ill you make it n [uildic (U‘ go\eniment iiuitituiion? — 

I will inave it a puhlie iiistitutinn, whi* h eun drav. upon Dnyemm' itf h* |p wlien neee** 
ftary. I v ould not call it a govi rnrnent institution. 

j\fr. Snh : Will tin- Is riower have the same personal tfuieli witli the rural ofTiee 
an he has with the v.llage hanker ?—'The rural office in the tuhAi! would have very great 
pf'rsonal touch with the iHjrrower if it provides money cheap. 

Will it not he very far from cuUivatorH? — No. It will not be very far whmi 

they go in aearch of it. 

Rat Bahadur Pandit 0. S. Vpadhya : So far a» the educative cfTect of co fqjoratioti 
i« concerned, it will bo null fud bv this arrangement. No doubt there will he {STsonai 
touch between the rural office and the cultivators, he<‘au*«c there will l»e distribution 
and colhx'tion of money and tlie eultivatora wit! often go there to receive it, but the l>e«t 
effect of co-operation, which ie educative, will all tm gene? — f In what way? 
They will be induced to place tlieir dejjosiU in this rural office, and they can fall bor-k 
upon it for improved swd and machinery. 

The Chairman : Hour would you fake deT>miia when vou are not willing to call it 

a bank? — When you are freezing out tho eahukar (hero will he dfqroftita in the rural 

oflSee. It is merely giving facilitien for that. 

Hai Bahadur Pandit G. S. IJpadhya : But the educative effect will not be fhere.- - 
iWitneise) What do yon m an ex«* ''y by it? 

That is, there will be individual borrowing and lending. — {Wiintst) But if it is 
conaidered neceanary money ran be advanced on joint aerurity. 

Bn^ there will not l>e uocietiea in the village to ntanage their own affaira. — 

(WUneee) So far a« borrowing is concerned, it can ?>e done either on individual or joint 

Bb, 8. 6. Kkhbu. 
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•ecnrity. There is the possibility of getting a csollective touch. Ag regarding managing 
their own affairs, do you mean to say that on account of their nnlimitod joint liability 
they will come into conflict in any respect? 

Not that. What I mean is that there will . be distribution of loans from these 
rural offices to individual villagers. — (Witinesfi) Or to groups of i)er8onB on joint security? 

If there are societies, the co-operative »<K*iety comes at the bottom, and without 
it you cannot do. " x 

The Chairman : I think 3’ou must get very much further down. 

Ilai Bahadur Pandit (i. S. Upadht/a : For instance, take tlic case of Denmark, /ou 
must have been to Denmark and I think you arc acquainted with the results of co- 
.ojxiration there? — But in Denmark they are the most hig)>ly educated people, 

Jt is so because of tiiQ co-operative sysiem adofited there. If you eschew this from 
the beginning and do not create in him tin* co-operative spirit, do you think a centralised 
rural cjflice of this kind will serve tlie ultimate purjiosc? — I do not want to eschew it, but 
the system has been going on for fifteen years, and yon know well its achievement. 

'J'be syHi<‘m may liave been wrong and defective. 1 therefore suggest for your con 
sideralion that you may take Ibis co-operative movement as your basis and improve it 
where desirable? — Well, the only p<jint is this. The word “co-operative*’ is rather sns- 
jiect and distrusted. Yon may use any other word. 

You may use panchayai — (Witness) Well, 1 may give an example. iS 

the case of un Indian student in (he University of Ualifornia. He was ordered off tr. 
the land in order to reccnij) Ins lost bcaltli. He went to a land hunk, got money and 
invc'sted in culturable hind; the same ofticc* lent him tools, lent liini labourers and pro- 
vided irrigation faciliiiis; in fact In* crot everything. Ho raised X)ea8 and 
ctdery, a most paying < rop; he engaged labourers making payment of 600 dollars. 
Eventually a v<*rv good crop was in [irnsficct, but there came a heavy downpour and his 
crop failed. This shows how’ a hind f>ank manages there. Tins is tlie kind of rural 
oflOee 1 wyjLild like to start here. 

(The riiairrnan thanked the witness, who withdrew’.) 


I)«. S. S, Nehru. 



( 97 ) 

Mr. W. HUSSAIN, I.C.Sm Collector, PlllbUi 


Rtpltot to Um 


I.— A«RlCUl>TCIt\l. CREDIT AND CRJEDIT PACXUTUtS. 

Part A. — borrowing for purposes of ptoduciion, 

(Note, — 1 tak<} tbo a^ricultunat to mean a tenant aa distinguiabed from a land- 
holder. Petty laiuiboldera are in tbe same |>oeitioD as tenants.) 

Question 1. — Is i'iliblot tbe agriculturist borrows from— 

(i) village moneyb nders, ^?0 per cent, of the loans; 

(ii) ziimindars , 20 per cent, of the loans. 

Lfst years agricultural distress has made him b^irrow from Governtnant. The 
pro|>ortion of Government i«»an is very small. 

In recent years Government agriculturul farms have been distributing seed, and 
consequently the agncu!turi.^t is indebted to them to a wmall, and at }vn'«ciit negligible, 
extent. 

Tlie dtbts aro for — 

(II rcpsyin.nt of earli.r d.-hts ) j,j 

(iij payment of accumuiaO'd intcreHt y * 
iiuy liiarnage and other HtM'ial fuiutions 5 per cent.; 

(ivj famine and <tther kindn of dint ress— ^Uily when ilio liU'k turns againsl 
itim ; 

(v) payment of rent 10 per cent.; 

(vi) Hced 25 r cciii.; 

(vu) agncuitnrul iinpieinents ; if the sugar tTUHhing machine is counted among 
them, and I think it ^liould he. u wiiuill amount is borrowed for hiring 
It, — 5 pt r lent ; 

(viii) litigation, normally, .*> per cent.; 

(ix) cattle 20 per cent. ; 

(x) suhsistenio 2i> cent, 

Of the debt 70 per cent, i« incurred in cash and tKl jier cent, in kind. 

Twefity-fiv*: fH^r iciit, of the debt as incurred for long |K?nod» and 75 jn-T cent, for 
abort periods. 

Que 'ion 2.— Tlio rates of intereHt are . — 

For cash advances, mostly 21 iH»r cent, per annum. The maximum rate is 
‘17^ per cent. 

For Hci^ (in kind), mostly 50 per cent., Horn* times 2.5 per cent. 

Fur other loans in kind. 60 per cent. 

Simple inte.Te8t is charged, according to the agreement, for tlu* first si|t months 
or a year, at the end of which perifKl the intrreii must be pa.d, oth«;‘rwi«e conqsjund 
ttit crest la charged. 

The ratf^s of interest are very high. 

When the transaction is in rash a bond »« generally taken. The flebtor pays the 
price of tbe stamped paf>er. the writing charges and tlie regislration c^fSTiiHi'S, if regis- 
tered. At the time the loan is repaid he has further to pay for a one anna Htanqi for 
tbe receipt and its writing charges. 

Question 3, — In this district the usual ^curity is in the form of hypothecating 
the sugarcane rrofi (but no other standing crop), or of promise to sell sugarcane 


Mu. W. Hcs«Aiir. 
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at a rate settled beforebaiKi. This is nearly in the nature of advance sales. Ornaments 
are also commonly pawned. Land mortgage, liouse property and agricultural imple- 
ments ere not given or accepted as security. Half the debts are, however, unsecured. 

The nature of title to land has no bearing on the extent of indebtedness. In this 
diHtrict the landlord is less indebted than the tenant; and all tenants, irrespective of 
thi? fact whether tjiey are occupancy, statutory or non-occupancy, are heavily indel>tf‘d 
to the same extent. 

We are here concerned with borrowings for agricultural purposes. No such borrow- 
ing is secured by land mortgage. 

Question 4. — The most cxmimori and effective mcthcKl for enforcing payment of 
debt from agriculturists is the employment of a strong agent who makes constant 
forceful demands, especially when the harvest is gathered. Other methods are by 
purchasing sugarcane juice and civil suits. 

lioans in kind are always repaid in kind and seldom in cash. No question of nirkh 
therefore arises, (’ultivutors are kept informed of the prevailing rate by the itinerant 
hania and by visits to village inarketB which arc held in cverv largo village, sometimes 
twice a week. • 

Question 5. — The cultivator in this district docs not take advantage of the Land 
I niproverncnt Act for the simple reason that lie is too potty to go in for any work of 
improvement. A few znmindar-cuitivtiiorH Imve lately Ktarled fariiiH on modern linos 
or set np sugar cnishing or sugar-refming plants and have taken advances under the Act. 
Their number is still very small. 

The Agriculturists Loans Act comes into operation only when there is agricultural' 
diytress. Taqavi does not satisfy their frequent, irregular and miscellaiu'OUH needs. In 
n few cases this year improved varieties of seed have been sup[)lied under this Act, but 
that lias been done more with a view to popularise improved seed than to facilitate agri- 
cultural borrowing. 

Almost all taqavi advances are made during abnormal years. 

The question as regards the dcf(?cfs of the taqavi system is a large oiu; winch 
can he only inadequately dealt with here. 

Question C. — There is no instance in this district of cultivators combining for tlio 
production of any crop. Combination is alwa3\s desirable ; but in the present circimi- 
stunccs it is not easy to clTcct. 

Question 7. — I’lie greatest dt?fect in the present system of agricultural borrowing 
hi‘s in tlio fact that the borrov^C’rs arc illiterate and tiie creditors lit-erate and craftv. 
'riie latter luanipulato the account.s, and, to use proper words, cheat the former, in 
this district one of llie most surprising iacts is that the cultivators wlio produce sugai' 
cane, the most valuable crop, are deepest in debt. The reason is that they supfily 
sugarcane juice in payment of the loans. The accounts of tlie loans and of paymeiils 
are kept by the moneylender, who always prepares thorn to his own advantage. It 
is seldom that lie show.s any cultivator having fully repaid his debt. The same is the 
case with other debts. One of the greatest boons to the cultivators will be t-o compel 
the monoylenders to submit their accounts annually to the tahsildar or any other officer 
who may be appointed. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question principal crops in this district are sugarcane, rice, wheat, 

and hemp. 

Sugarcane is either used bu' making gur by the cultivator himself, or is crushed 
and the juice sold to sugar- refiners or khandsaris or (now since the establishment of two* 
large sugar factories at Pilibhit) taken to sugar factories and sold to sugar manufacturers. 
Tlie khandsal system needs a word of explanation. The khandsaris are moneylenders 
who advanoe loans many months before the sugarcane crop is ripe, and make it a condi- 
tion that the sugarcane juice (i.e., the costs incurred on crushing being borne by the 
cultivator) will be sold at a particular rate, settled in advance, which is usually very 
much lower than the prevailing market rate when the crop is ripe. The advantage tbua 
gained is concealed by the proniiee on their part that no interest will be charged '’on the 
loans. 

Mb. W. Hussah:. 
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Hemp is taken by the ciiUivator to the village market and sold to the small mer- 
fhants, called kachcha arhaiias, or to his moneylender in payment of debt. These 
mrhatios genera lly trade on their own private capital. They in Iheir turn sell tho gwids 
to the a)nimission agent or pakka arhatia who deals with the wholesale merchant either 
directly or through a broker or dalaL 

Wheat and rice are largely used for domestic consumption. What i« loft over 

after making provision for seed ft»r tho next season is sold in small quantities as tho 

need for purchasing arises . Tho marketing of these small quantities follows tho 

same lines as the marketing of hemp. 

^uc^fion '2 . — The question of money for financing tho marketing of erops arises 
when tlie cjops pass from the kachcha to tho pakka arhatia. The latter borrows, in 

this district, from private banking houses like those of the Sahas' at Pilibhit and BiH:il- 
pur. The loan is on the personal Ho<*urity of the pakka arha/ia, who pays interest at tho 
rate of from t) to P2 [ht cent. pt‘r annum. Similarly, tho khanfUari/^ also borrow fn in 
these banking houses. 

Que^^tion — The charges that ilio cultivat(»r has to pay eiiljer to his moncylondor 
or to the kachcha arhatia is three pies per rupee for weighing and h chataks per maiind 
for miscellaneous (harg(*s. lie jiavs nothing to anvoiu* else. The charges arc the same 
for all crops marketed in this district, 

Qucstoni 4. — It is clear from witat has gone before that there is not mtich mar- 
ketable g-rain to store in this district. Whatever the grain the cultivator bus he stores in 
the old type dry mud grain-bins. 

There is no arrangement in thi.s dislrict by wliich large stores are kept before 
export. The j akkn arhatia sends the goods direct to the railway station. 

tjwcifjo?: 7. — There is no inslance of combination for marketing among culti- 
vators. Such a combination is both possible and desiruhh*. I worked out a sehemo for 
siicli a combination and selected iliree villages to start with, htit the schinm' was noi 
carried (ait h^r lack of funds. 'riic cultivators showed their engerm^ss to market their 
produce thcrnselves, sum of Rs. O.(KH) was napiired to start willi. 7’his is a matter 

in which tlie ('o-<)peialive department can be of real and iinmenso hidp. 

Part C. — Ext>e.Tit and nature of agricultural indebtedness, 

QuG.^tion 2. — Professional moneylender.^, grain-dealers, and zamindars arc tho prin- 
cipal creditors (if tho agricnlturists in this dintriet, 

Tho richer agriculturist lends to hi.s jsior hrethrrn not in the eapru'ity of an agri- 
culturist. but as a monevlender. There are not many persons working in tlie dual capa- 
city of agriculturist and moneylender; the loans advanced by such persons will come 
to 5 per cent, of the whole. 

The amount of d<'ht due to each class of creditor is as hdlowa : — 

fi) Professional monevlenders ... ... ... 50 per cent. 

(ri) Grain dealers ... ... ... ... 25 ,, 

(Hi) Zamindats ... ... ... ... 20 ,, 

Question 3, — In Pilibhit there is a large class of “new rich’’ owning largo landed 
property and still acquiring more. This class was never intor<‘Htr-<l in farming, and has 
not a<*quired the taste even now. There is no doubt that efhoient farmers have lost 
ground. 

I do not know if the average cultivator is very much concerned about one set of 
landgrahbers giving place to another ; but, on the whole, the agricultural interest has 
suffered. 

Question 4. — A guess can be hazarded : the landlords* total indebtedness will be 
about ten lakhs. 

Question 6. — The most indebted community is of Hais and Thakiirs. The latter 
has been mined by excessive policitude for “izzat,** and the former in trying to gain it 
by lavish display of wealth. i ' ere is one instance in this district of a landlord having 
spent six lakhs on litigation, much of which was avoidable. 

Question 6. — Land-owning classes generally go to large moneylenders and get 
better terms. The cxiromon rate of interest for them is TJ to 9 per cent, per annum. 

Mn. W. HussAnv. 
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Part E, — Land mortgage banks. 

Question 1. — Large landed proprietors have jjo difficulty in obtaining loans from the 
big private banking houses at Piiibhit and Bisalpur. These bankers do not deal with 
tenants who gonerally go to the village moneylender. Long-period loans are not oom- 
nionly available to tenants. 

Question 2. — One of the big moneylenders infonns me that security for loans is 
as much in the form of landed profjerty as of oniaraents. The former is at a discount 
at present due to the new Tenancy Act, and more specially due to the roster operations 
and commutation of rent proceedings. Ornaments are more welcome as risk of depreci- 
ation is Binaller and as they are more fluid. 

There is no special difficulty for long-period borrowers lluit I know of except that 
oompotition between money IwidcrB is restricted. The borT«)\vers complain that the num- 
ber of moneylenders is not large enough. 

Question 3. — Tenants do not obtain long-term credits only because their right is 
non -transferable. 

Question 4. — The occupancy right does not serve as an adequate security for long- 
term credit. The question of an alteration in the law requires careful consideration. 

Part Cl. — Small industries allied to agriculture. 

Question 1. — The only irnixirtant allied industries in this district are f/wr-raaking and 
sugar-refiuing according to the primitive method. 

Question 2. — They are botii prosperous, and both extremely wasteful. Thc^y are, 
however, prosperous only so long as outside competition is absent or ineffective. Sugar 
business has felt the effect of couipetition with Java, and many kliaudsaris have chased 

down, and many are preparing to follow suit. Gur is safe for the present. 

, The Agricultural department can do iiuich by suggesting economical metliods 
producing gur. The sugar industry can be saved by the combination of small hhand^ 
ears into large sugar factories. 

III. — Investment habit and ArmAcnoN of capital. 

A. — Encouragement of saving and investment habit. 

Questions 2 and 5. — There is no means for encouraging the* habit of saving and 
investment. The only institution is the post office savings bank which gives every 
facility but attracts only those who are in service or in the professions. 

Question 3. — The p<x)rer classes hoard their savings in the form of ornaments. 

The extent is not known. 

Question 4. — Postal cash cHTtifieates arc not popular. They will gain in popu- 

larity if the rale of interest is increased. 

Question 8. — There is no surer way of assuring the unpopularity of banking insti- 
tutions than to allow public bodies like municipalities to establish them. 

Question 9- — No facilities for purchase and sale of Government securities are afford- 
ed in a rural district. And even if facilities were afforded, T doubt whether the investor 
would not start inoneylending business rather than content himself with the low rate of 
interest allowed by Government. 

Question 11. — Those i>er8ons who have saved money generally take to moneylend- 
ing, grain business and any other trade, or purchasing landed property. Smaller men 
invest in the post office savings bank or in ornaments. 

Que^stion 12. — Farmers invest their surplus in ornaments, purchasing land, or ac- 
cjuiring holdings. They lend to their fellow-agricnlturistB also, but that they do when 
tney are assured of a constant stream of surplus over normal expenditure. The inform- 
ation regarding the amount of capital at the disposal of the agricultural population cannot 
be given with any accuracy. It is, however, well known that certain castes, e.g.t Kurmis, 
have a largef capital than others. 

Question 13. — I agree that in India the banking and investment habit is of very 
alow growth. Its causes are historical. Propaganda will achieve much in educating the 
people to invest; but along with propaganda facilities also must be afforded. 

Mr. W. Hussaik. 
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B. — Cheque habit. 

Question 1. — The cheque habit is gmwing in India. 

Question ‘2. — The addition of stamp duty on cheque*^ has produmi no effect, Mora 
cheques would have been used and more accounta o|>ent‘d even if the atainp duty waa 
on. (I am talking of a rural district.) 

Questwn 3. — The people using cheques are dncwn from among Bubstantial «amin- 
dars, big moneylenders, high-paid government and other servants, and gentlemen iu the 
professions. 

^uf^fion 4. — The cheque habit cun be promoted, firstly, by opening more banks; 
and, scondly, by the receipt of cheques in payment of government demands. Poet Office 
"cheque accounts" will be very popular and increase the cheque habit. 

Questwti 0 . — I cannot think of any means of making the illiterate use cheques, and 
I would rather he did not. 


Mb. W, Hussain, 
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Captain R. H. O. JOHNSTON, I.C.S., Collector, Agra. 

Bepliei to the queetioimaire. 

I. — AOUI CULTURAL CKEUIT AND CREDIT FACILITIES. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — My only close experience of agricultural indebtedness has been in 
Laiitpur, where the initjuitoiis practices of moneylenders are notorious. In my opinion 
the chief purpoBCH for which debt is incurred are those mentioned in the early headings 
<»f part (b) of (question no. 1. It has been niy exjierience that once a tenant or a 
xamindar gets inln debt, the banta takes very good care that he should never get out 
again, and it would be tedious to recount the various deceitful tricks which are employed 
to attain this end. I believe, howewer, that it is a common device to entangle a debtor 
by pressing him for debts already due at a time when it is known that he cannot pay. 
An easy solution of the jirohlem is afforded by an '^♦iTcr of a further loan to pay off tlie 
old one, and this entangles the debtor still more firmly in debt. 

I believe that reckless exjumditure on marriages and so forth is the chief weainm 
in the bania armoury and is probably the initial eause of a largi* ]*roportion (*f debts 
incurred. 

Famine or distress will often drive piople to the moneylender, hut I regard this 
cause as acting interrnitti’utly. 

Loans for seed, manure, expensts of cultivation and agricultural implements I 
would regard as genuine loans, which are certainly taken. They are to some extent met 
by tagavi advarua’s. If taken from tlie hattia they arc seldom repaid in time and the 
victim becomes the prey of Uie moneylender. 

Litigation. I suspect the debts arc often incurred to prolong litigation which 
started when the litigant was more or less in a solvent position, hut j doubt whotlier 
this euusc is as important as tlie earlier ones. 

Herns (xi) to {xv) in part (b) of the question appl^ occa.ssi()naIly, but I regard these 
as of less imjMirtance. 

Question 2. — (c) The rates of interest charged are usually .scandalous, but against 
this it must lie rcineiuliercd that a cultivator usually has little or no security to offer, and 
many of the debts are probably bud. I believe it be no uncommon thing for borrowers to 
.be swindled fr(»m tho very beginning, advantage being taken of their lack of education. 
I suspect that tliey are often made to sign bonds for two or thre<‘ c)r even more times 
tho amount that they have asked for, and even then the first month’s interest is deducted 
in advance and a furtlicr sum taken by w’ay of commission. Thus a man wanting to 
borrow Its. 100 might receive only Ks. 85 or Rs. 00 and sign a bond for Rs. 800 or 400. 
The evil effect of this is shown in the rapidly spreading influence of the hania class over 
agriculture, — a profession with which they have little or no genuine symjiathy or under- 
standing. This process has been checked to some extent in Biindelkhand by the Bundel- 
kliand Land Alienation Act, without which by far the greater portion of Bundelkhand 
cultivation would l>e now in the hands of hanias. 

Question 4(a). — To enforce payment of debt, the civil court is freely invoked, and 
I suspect that liberal use is made of forgery and similar kinds of deceit. Bad characters 
are occasionally employed to beat up refractory debtors, or false charges are lodged 
against them. 

(b) The banias* invariable rule is to buy cheap and sell dear, and borrowing and 
repayment of grain provide a convenient opportunity for the exercise of this principle. As 
regards the cultivator, the prevailing market rate is usually wdiat the bania chooses to 
give him. 

Qua ton 6. — do not think the cultivators take much advantage of local formalities, 
except to press for tagavi when they think they can get it. In any taqavi system I 
Captain R. H. O . Johnston. 
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dhink that a gtxxi percentage of the money given out >vould find its way into the pocketa 
the patwan or the tahsil underlings. Careful attention on ret.^ogui»ed lines can reduce 
this evil, but 1 do not think anything will abolish it. 

Question 7. — The present system of agricultural borrowing is full of defects as 
outlined above. 1 suggest as some of tho chiei causes {a) tradition of debt ou the part of 
the {leopio handed down from father to son, (fc) spendthrift instincts of iKior fieoplc who 
have no idea of handling inonoy in anything more than very small quaniities, (c) com- 
hintd with (6) I think that the tradition which demands that a man sfxmds more than 
lie ran afford on marriages is thoroughly bad and should be combated by every iHissible 
means, (d) dishonesty of baniaSy — I see no solution of this problem, (e) lack of education 
among debtors, such as would enable them to realize tho inenning of dwuments which 
they are called on to sign, if) tlie confirmed tradition of dasturi which ensures that tlio 
amount given for a loan by Ciovernnit nt shall aluays be greater than the nnioimt received 
by the borrower, (g) the over-jiowering nature of the impulse to take a l(»an whenever 
.a loan is to be had. I susprei that^many eiiltixators do not borrow from co-operative 
banks instead of from the hariia but promptly ha^e r(‘Hort tx) both. Ciish in hand is 
c-egarded as outweighing future payments interest to the )>ank and to the hania. The 
;above lemarkH l>ave reference f)art icularly to Lalif[iur Jiml would jirobnbly need much 
jnod ifieat ioii'-. t«< b(‘ applied < Uew be: 


Captadi K. H. O. Johnstox. 
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Khan Bahadur SAIYID AMIR HUSAIN, B.A., Deputy Commissioner, 

Sitapur. 

Replies to the questloniiAlre. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — Agriculfurists borrow from all clasBcs wlierever they can get money. 
Usiiaily there are some petiple in almoHt every village who do moneylending on a small 
s<‘-ale hut on high interest, but agriculturiHis generally prefer to go to them than to co- 
operative societies where terms are more defined. 

The {igricuUurist borrows for all the purposes mentioned in the c|uestionnairo. 

It is very difficult to lay down fixed percentage of the debt as distributed amongst 
the various ymrposes but they are mostly raised for repayment of debts and marriages, 
etc. 

The bulk of the debt is incurred in cash, and grain loan is taken mostly at sowing 
time or for feeding purposes in times of distress. 

For short periods grain loan is generally advanced on sawai system or 25 per cent- 
more than the amount advanced. 

Quextion 2. — The rates of interest vary from Rs 2 to Rs. 3-2 per cent, on small 
sums and 10 annas to Re. 1 on large cash loans. 

For grain loan and seed it is generally on sawai system or 25 per cent, more than 
the amount advanced. 

For other loans in kind, 30 p(‘r (tent, is reported for this district. 

Interest is calculated at J anna yxT rupee per month for small cash loans. It is 
generally ac(’epted in rural areas, but it is certainly exorbilfint and such loans are rarely 
paid in full. 

The rates of interest are exorbitant. 

At the time of grant of loan Re. 1 pe'r cent, is taken as iipairon. No charges at 
the lime of repayment arc made, and in case of full payment it is not unusual to remit small 
fractions. 

Question 3. — Rinnll sums are generally given in credit, but if the loan is reduced 
to writing and the bond is registered, all kind of properties are hypothecated with the 
eM(^eption of agricultural implements. 

Small landholders are generally more indel>ted than occupancy tenants whose 
number is comparatively very small in this divstrict, but, those with superior rights in 
land are often more indebted as these people generally spend more and earn less than 
the ordinary tenants who w^ork w'ith their hands. 

(c) The figures of the comparative extent of indebtedness reported for tbis district 

are — 

Talitgdars, 80 per cent. 

Zamindars , 00 jxt cent. 

Under-proprietors, 40 per cent. 

Occupancy tenants, 40 per ('cnt. 

Tenants-at-will, 50 per cent. 

The figures cannot be said to he exactly correct but they are very likely approKi* 
inatoly so. The higher indebtedness in the case of ordinary tenants is that they get the 
land often at a high premium and this leads to their indebtedness for most of the time. 

Land mortgage security is considered the best and is resorted to much more than 
other securities which are of lesser stability. 

Question 4 — The usual methods of enforcing payment of debt from agricnlturista 
are by distraint of crops, by means of court decrees, and by means of arbitratios* 

Khan Bahadur Saiyid Amir Husain. 
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At sowing time the agriculturist gets grain at a higher price than *b usual at otbac 
A cultivator always knows the rate of selling in the bazar. 

Question 5. — Whenever there is money available for fiu/ori, the cultivators in their 
distress not only resort to it freely hut there is keen deinanil for it. 

In abnormai years of stress the cultivator depends more on than upon any*' 

thing else, and lus demand at such times becomes very acute. 

The only defect in the inqnvi “systeiii is that it is generally advancwl in lime ef 
calamities and not on the conditions of finance of a particular class or in any particular 
area at ail times. This is perhaps unavoidable unless ihei-e are savings under that head 
always. 

Tlie only improvement sugge.sted is that money should he spared as far as poasible 
for taqari loans to deserving tenants at all times, of course on proper security and, if 
possible, on a co-operative bn sis. 

The co-operative spirit is very weak in this district and it is proha Idy ahsent amongst 
the por>r class of tenant. Tlie better ones do not take it up readily and the suggestion 
although good is not very praeticable. 

Question 7. — I’lie present deftH’ts in agricultural borrowing are that with limited 

inoneylenders the newly |KTKons are first to pay high rates of interest and most of tlicm- 

sufter from indelitedness during the greater part of their lives. The lemedy lies in* 
fsipidririzing the eo-o|>erative system and in pressing its utility by iiersonal talk and* 
contact by the ofiicials of tlie department. 

Part IL — Aijncullurat horrouing for purposes of marketing . 

Question *2. — For marketing of crops loans are taken from moneylenders or from* 

co-operative societies in this district. Tliere are no other agencies. 

The co-operative society assists in the marketing of emps. 

Qttesfton 0. — In marketing the crops, tlie broker is paid iisnally almost a rupee per 
cent, of the sale price and a pice per rufiee is paid to weighmen. A little more is soine- 
iinics taken in tlie name of eliarity. 

Incidental charges are octroi duties and talihazari dues. 

Question 4. — drain is either slocked in khattts or sfoiel inside* the house. ThO' 

Btc*rage can In* improved by making the reeepfiules pakka and proof against rats, etc. 

In tlie bazar, b»o, it is storked in khattis or in houses. These eari also be im- 

proved ,;i the same manner. 

Question t). — Grain stored in markets is freidy used as security ff»r raising loans by 
grain merchants. 

Question 6, — Tlie system of licensed warehoiiseH will take a long time to heroine 

popular with the p(‘opIe wlio are generally <’on,scrvative in their ideas and take long in 

taking to essential things. 

Few improvements can be achieved witlioiit government assistance, and if it HI- 
forthcoming it will be taken up witli greatest readine.ss. 

Question 7. — Tliere is very little of the practice of cultivators comlnning together 
to market particular crops in this district although it is desirable and should lend to* 
beneficial results. 


Part C. — Extent and nature of agricultural indehUdness. 

Question 2. — Professional moneylenderH and grain-dealers in this district are the 
principal creditors of the agriculturists. 

The number of richer agriculturists who lend to the pf>orer is very small in this 
district, as, with the exception of the under- proprietors, other tenants do not thrive well 
generally, and inter-borro \ ing * oongst them is the exception rather than the rule. 

Question 3. — The tendency of land passing from farmers to the moncylending clnsi 
is very marked. 

This does not affect the standard of agriculture as a farmer who did little cultivatiorr 
in tiznes of prosperity did more of it in times of adversity. But all the time he knows 
the principle of agriculture as practiced by the people generally. 

Khan Bahadur Saiyid Amib Husain. 
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Question 5, — The main cause of the indebtedness of the land owning classea is their 
apathy in improving either by agitation or by adopting better inetbods of managing their 
property or even their agriculture. Division of property in increased families with re- 
tliif ing expenditure leads to their eventual disintegration. 

Marriages are mostly the cause of indeblwlncHs amongst the old and high -class 
land owners, and .he percentage to that cause we easily put at 50 j>er cent. ' 

Part D . — Credit facilities in respect of ayrictiHttral production and marketing. 

Question I. — The professional rnoneylending class play the most important part in 
•providing agricultural credit, other agciicied not being so acccHsiblc. 

Tile existing credit faciliiies are not :ide(piatc and the remedy lies in extending 
tO'.- co-operative credit systeni. 

Question 3. — There is ii<» coordination among the variems credit agencies, and thero 
is very lit lie scope for iniprovenient in this direction at present. 

Part E. — Land mortgage bunks. 

Question 1. — Jjandlords can gtmerally obtain loans for l'>ng period^. The utmost 
for tenants is generally two years. 

Question l2. — 3Mie siaturity for such loans in land<‘d or Iiouse property generally. 

The special (iifTiculty for long-period iK'rrowers is their great need. Otherwise, long- 
period loans arc generally NveUoine to the moncvlending classes. 

Question 3.™ Non transferability in the cas(; of tenants acts as an iinpcdiment to 
long-term credit. 

Question 4. — There is very little occupancy right in tliis district, but it is generally 
Accepted for long-tcriii loans, 'this right should he made transferable incretising the 
value of such security. 

Question 5. — A land mortgage bank if pro])erly run should lielp to solve the problem 
(•f long-term advances in this province. 

Question 6. — 'JMio iiistitiitiou of such a bank is worth trying. 

Two would Work better, one for farmers and Binall land-owners, and the otlier for 
ibig laiul-owncrs. 

(,’< '-operation betweem these two banks is not very necessary. 

Ciovernment guarantee is essential to • ensure their credit and prosperity. The 
.amount of such giuininlee should vary according to the needs. 

The share capital sliould be made open to the public. 

If the share capital is not taken np hy the pubiie and (lovernment take the obliga- 
tion of Kubscrihing llie balance, it will lead to ineriuise. tlie ereclit as well as the popularity 
of Hurli a bank and (be sehemo will ))a\ in the end. 

The banks could be managed on the basis of the co-operative banks, but govern- 
•luent control is essential. 

Tlio maximum pericKl of tlio loan.s should not he more tlian ten years, and the 
margin between th(‘ amount of loan and the value of the mortgage should be such as 
should he snfTuient for the ix'alizatiou of the accumulated loan after ten years. 

Laud mortgage banks should obtain their working capital from deposits, deben- 
tures and a central institution. 

Debentures should cany a gfwernment guarantee for both principal and interest, and 
if debentures are not taken np by the public witliin a certain time, Government should 
take up tlie balance. 

Debentures should rank as trustee securities. 

Government can only he safeguarded by full enquiry about the need of a land 
mortgage bank before starting such a bank. 

All the (’Changes enumerated in the question in favour of land mortgage banks should 
be, adopted in the beginning to make the scheme popular for a period of at least ten 
years. 

Provincial land mortgage banks should better be co-ordinated under an all-India 
-central institution in the l>eginning. These could be separated to work independently 
if found successful. 

Khan Bab.^ditr Smytt) Amir Husain. 
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Question 7. — The value of land can be calculated according to the profits yielded by 
it. The value differs according to the quality of crops grown on it as the inooiiie depends 
upon the quality of such crops. The chief factors goveniiug such value are the income 
derived anu sometimes other advantages of proximity or advantages in management. 

There is some difference between the prices of land as so much depends u{x>n the 
latitude which a debtor and tlie creditor can have in arranging for a sale. In the case of 
government loans and court decrees such a latitude is a restricted one, but, it is not &o 
in private negotiations. Consetiuently better prices ere often obtained by private nego- 
tiation than otherwise. 

The projx)rtion of the annual net yield of average q\iality land to its market value 
nnder normal conditions is generally five times. 

Pa rt F.-^Co-operaiton . 

Question 1. — The exact relations between the co-operative banks and other banks 
are not known» but no complaints have been heard of any friction in this district. 

No competition cxistvS in this district between the cooperative biiiiks and the joint- 
stock hanks. 

Question 2. — Co-operative 8<x'ieiie.s have some (hllicultiis in raihing either short or 
long -term capital- 

Question 3. — Tlie amount of capital available for financing the co opt'rative move- 
ment 18 not sufficient. 

The additional demand required (anmtt be sugg<st('d without detailed enquiry. Ten 
lakhs are. rejxirted for Unao and the same should be fer this districl. 

Qti^stion 4. — To a certain extent it is possible to stimulate tlie growth of iho co- 
oi?erativo movement by financial concessions, but I do not think it is desirable. 

Question 5. — The cHtahlishment of a provincial cooperative bank would stimuLilfc 
the co-operative movement in the province. 

Part G. — Small industries aUted to agriculture. 

Question 1. — Dairy farming, {jfMr-making, cotton-ginning, htind-Kpinning, poultry- 
farming, manufacture of tobacco, vegetable-growing are subsidiary industries carried (n 
in this district, hut not on an extensive scale. They are mostly individual efforts and 
are not organised. 

Que'^tion 2. — They are not very flourishing, and, ui]lcs.s they arc worked on a large 
and commercial basis, it is not possible to gcit better returns of the produce. 

Question 3 — These industries can be 8uppleinente.d by rearing of silk worms, brick- 
making, tanning and the egg industry which will find a ready market in Lucknow* not 
very far off. 

The best way to secure working capital ft>r such enterprises would bo the co-opera- 
live banks. 


II. — ^TnDIOENOCP nAN'KfVO. 

A . — Organisation of indigenous banking. 

Question 1. — Indigenous bankers are generally of ono class in this district who do 
moueylending either on a large or a small scale, and somotimes advance grain also. 

Other indigenous bankers, whose principal business is moneylending, do tome 
subsidiary business also. 

Question 2. — There is very little in the way of industry, but money is advanced 
on agriculture and trade and r on their security and preferably, if jx>sHible, on com- 
pound interest. 

Question 3. — ^The capita! of one indigenous banker in the district is generally 
believed to be about Rs. 60,00,000. The others arc believed to own 30 lakhs and iW 
lakhs respectively. 

Kilak JBAHADtm BAnrro Amir Husajn. 
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C. — Advancet by indtgenoua bankers. 

Question 1. — Indigenous bankers lend out money on security, preferably of landed 
property. 

The terms vary : in some cases, compound interest! is charged six -monthly and 
wimetimes yearly ; sometimes there is a promise of return of hypothecated property only 
if payment is made within a certain period ; in other cas^s the hypothecated proj^erty 
lapses to the banker if payment is not made within the fixed period. In others, a 
banker realises his debts by a patantan system within the period agreed upon and then 
releases the property. 

Landed property is generally the security accepted in large loans ; for smaller 
loans, ornaments, houses and other such securit} are often accepted. And in rural areas 
personal se<’urity is not uncommon. 

Kates of interest vary according to the amount of loan, class of the borrower^ 
and his credit. It varies from 40 per cent, to 7i per cent, per annum. 

Question 2. — Rates of interest paid by agriculturists to their hankers are generally 
24 per cent, on casli loans and 25 per cent, on loans in kind. 

It is possible to improve the organisation of hanking in such a way as to 
reduce the present rates of interest. 

Hiicli reduction would certainly benefit the agricultural community. 

Question 3. — At present there are no facilities for the clients of hankers in 
insjiecliiig their accounts with them, and the agricultural client is much loo ignorant 
to inspect such an account. 

E. — Defects of indigenous banking. 

Question 1 . — Tlic indigenous banker is never a popular figure : he is always a 
convenient evil. 

Question 2. — It is impossible to evade some legal difficulty in banking business., 

Question 3, — Indigenous bankers are sufficiently protected by law. 

Question 4 . — The defects in the dealings of indigtiious bankers with tlieir clientiile 
are too many. The most obvious are that the actual money advanced is often concealeAl 
in order to increase the rate of interest, and a ready client often falls a victim. Some- 
times too rigid conditions arc made about payment. There ara various ways of 
avoiding legal restrictions if imposed, but perhaps the best remedy lies in enforcing the 
publication of accounts of the bankers, 

(i . — Consolidation of indigenous honks. 

Question 1. — Indigenous bankers are too conservative, and it is best that they 
should adapt themselves to modern conditions and improve their methods. Their 
pace will be acceltTated by opening of other banking agencies in coinpetitioo with 
them and for facilities to the public. 

Question 2. — Government recognition of indigenous banks would increase their 
clientele on account of their greater faith due to better supervision. 

The conditions of such recognition should be better supervision of their business 
matters. 

Question 3. — Indigenous bankers would not like the introduction of measures 
designed to regulate their operations and enforce the publication of their balance sheets^ 

Question 5. — The indigenous banking system in my district is not connected to 
a great extent with the principal money markets. It is desirable to create such a 
i*imnexion for tlie hotter organisation of it, but it is not easily possible. The best way 
of doing it is the amalgamation of the business of the local indigenous bankera into 
a joint-stock bank owned and controlled by those local indigenous bankers. 

It is "essential that a Central Reserve Bank be established to create a bond of 
connexion between all the elements of the banking system. 

The indigenous banks should be linked directly with the Central Reserve Bank 
as more intelligible and for the simple working of the scheme. 

Khan Bahadur SArrin Amir Husain. 
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III. — liJVESTMEjrr habit and attbaction op capital. 

A. — Eticouragemeni of saving and investment habU, 

Question 1. — The existing banking reaourt'es in my district are — the Imperial 
Bank, the Alialiabiwi Bank, postal savings bank, co-operativo bank, and Seth Jai >juraiu'8 
^Javmgs Bank (unregistered). 

In a taluqdari district great demand far large sums exists, and these resources 
are inadequate. Additional capital up to 50 lakhs can be utiliscHl. 

^r«fion 3. — Investment in ;^old or silver is very common in rural areas and also 
with people with small capital in towns as well. 

Question 4. — Postal cash certificates are not very jH>pular in my district. 

Greater publication of their existence, changes to facilitate tlieir issue and revision 
•of their rate of interest would encourage their |H>puiarity. 

Question 6. — I’oat office savings hanks ailord adecjuate fatnlities to those wjio 
know about them, but very many people do not know about them and no attempt is 
being made to attract the rural public to them. 

Optning of more ikjsi office savings banks and active propaganda to spread inform- 
Ation about them in rural areas through postal {leons, and otlu'r such simple agencies 
which can easily reach the ears of, and are intelligihK' to, tlio rural public, will attract 
those classes that do not resort to this type of investment. 

Mostly government siTvants who know about them, village paucltaijats and municipal 
boards take advantage of the various facilities for investment offered hy the ixiflt office. 

Quc.'ftion ti, — Cash certificates are purchased by people with small caidtal and 
excite hut little competition with banks. 

Question 7, — Experience alone could show if the issue of goltl cash certiricut<'» 
will accelerate the savings and investment habit, but the experiment is worth trying. 

Question 9. — With people who have tlic sense of having surplus money after their 
iioririal exjKUiditure the general habit is to increase it by investment. Much, however, 
(leponda on the amount of it and the private,* of the indiviihiuls. For instance, 

4he traders generally prefer to invest in the extension of their buHiness ; taluqdars 
generally to inert ust* ihcir landed property; and paid servants to invest in insviraiu’C 
policies <ir provident funds or po.stal cash certificates or otfier stof/k companieH. TIio 
agriculturiHt hoard.s up his small wealth in his house; and some do inoneylending also 
wiiliin Uieir own sphere. Marriages, religious crnTnoiiies and ornariienlH for their 
women are not neglected liy any of the above classes; and the extent to which they 
are resorted to de|x*nds ujxni individual tastes and environments now a days. 

> Que tion 13. — I agree w’ith tlie view that in India tlie banking and investinent 

liabit is of very slow growtli. 

Conservatism, lack of knowledge and of facilities to invest are the chief causes 
for this. 

I’ropaganda of government servants lind other public bodies in all villages where 
capital is available can ludp a g(K)d deal in educating the publi ■ to invest their aavinga 
in productive undertakings. 


B. — ('heque habit. 

Question 1. — The cheque habit is growing among government servants. 

Question — ^The abolition of stamp duty on che<pieH has led to an increase in 
the cheque habit and to the opening of more accounts. 

Question 3. — Mostly govcmriient servants use cheques. 

Question 4. — The payment of government servantri and bank employees by cbeqin»B 
should help in promoting the cheque habit. 

C. — Vernacular script in banking. 

Question 2. — The sarafi ia known to a few. Nagri and Persian scripts should 
be much more helpful. 

Khan Bahadur Saiyid Amir Husain. 
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D. — Imperial Bank of India. 

The opening in recent years of new branches of the Imperial Bank of India ha* 
encouraged the invofitment habit. It has also promoted internal trade, but not 
much industry. ' 

It has also helped the encouragement and consolidation of the indigenoiiR banking 
system . 

It has not increased facilities for agricultural credit, hut it has helj>ed in thb 
reduction of the general price of money. 


Kbak Bahadur Saiyid Amir Husain, 



( 111 ) 

Mr. W. F. G. BROWNE, I.C.S., CoUeotor, Jalaan. 

Replies to the questionuaire. 


1. — Ar.HR ULTV UAL CHUDIT AND CREDIT FAClUTIKS- 
Part A. — Agricultural borroicing for puriKhsca of production. 

Question 3. — It is roriert to say that the better the title to bind the grealer the 
aiiiouDt of indebtedness ; the less the security of tenure, tlie less is iVie likelihood of tho 
k>an being repaid. 

Question 4. -—Repay men t of small loans is eiifiuced on the spot when the cn>p 
is harv(!fited. For larger loans, recourse is had to tho civil courts in ordinary cases, and 
to the revenue staff in cases of loans by the co-operative bank. 

Question 6. — Advantage is taken td taqavi for purchase of seed only. I'he reasana 
for not taking advantage of loans for (1) cattle and implements, and (ii) tanka or 
w'ells are — 

(i) Cattle — cx'ist of m'keep of superior plough cattle is t(X) high. 

Implements — tho bK'al cattle are not strong etiougli to work (he heavier 
“improved” ploughs, etc. 

(ii) Tiuikh — rainfall is gcnerallv deficient in the district ami canal water cannot 
be Bjuired for filling tanks. 

Well irngatitm is rare here (probably owing lu Ibe low water level). 

The (Tiltivator borrows more taqavi in titfics of scarcity, firstly, because bo finds 
it harder to get credit from bauius, and secondly, herause be very often “eats” the 
money instead, of spending it on seed, etc. 

The chief didect in tho pn^siuit taiptvi system is (he dishoneKlv of (jnnungos and 
pativaris. For this 1 see no remedy n« such ca.ses are ditlicult to deUrt, and ilio vicfiims 
are most n'Iuctant..to give evidence. 

Part Ertent nud nature of (KjriculiuraJ ttidebledncss . 

Question 3. — I do think tluit land and the rights in land are pnflsing inU> tiiA 
hands of people who are not eflicicnt farmers, hut lliis is not adversely affecling pro- 
duction to any great extent. 1 lie majority of the mortgagees are hanias in any caHC. 


Me. W. F. G. Beowne. 
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Mr. H. E. BARLOW. I.C.S., CoUector, Jhansi. 


Replies to the questioiinaire. 


1. — Agricultural credit and credit facilitieb. 
part J. — Internal remiitanre and negotiable instruments. 

Question 1. — The facilities available to the public for obtaining cash are supply 
hills, telegraphic transfers, bankers’ drafts, cheques, fwistal money-orders, hundis and 
government cummcy notes under insured covers. 

The present charges for internal remitances should t be reduced to encourage bank- 
ing. In the case of joint-stock banks, free transfers to all treasuries or sub-treasuries 
should be made available, and only a small charge should be made for smaller concerns. 

Question 2. — Negotiable instruments obviate the internal transport of cash and 
serve for accommodation purposes iu the period between the purchase and sale of crops. 

Question 3. — Supply bills are not popular as previous sanction has to be obtained 
for tlic issue (jf the supply bills and the amount must be in a multiple of Rs. 1,000. A 
modification of supply bills on the same lines as salt cr(‘dits is strongly recommended. 
Eitlier treasury hills or government securities should he deposited as security, or, if cash 
is detx)sit(xl as security, something less than the bank rate should be allowed. This rate 
should be notified from time to time. 

Question T — No useful purpose will he served by reducing the duly on hills of 
exchange as these hills arc already in such general use. 

Question 5. — I do not approve of the extension, cheapening and improvement of 
jK)Rt office agency for handling internal remittances. The main point is to encourage 
banking and not to transform the post office to serve the piirywse which could be 
served by banks and for which post offices are inadequately equipped. 

Question 6. — Two classes of hundis are prevalent in the Indian system ; one form 

is payable on demand and the other form is payable after a specified period. In Jhansi 

there is only one form of hundis which is payable on demand (darshani hundi). 

It is suggested that summary diligence should be obtainable from the court as is 
the practice in England. In a number of places notaries public are required. 

Hundis pass frt*t‘ly from hand to hand in Jhansi district. For the most part they 
are discounted at the district headquarterH. 

Question 7. — On railway receipts to gootl parties in respect of readily marketable 

commodities, advances can bo obtained from the banks up to 75 per cent, of the value 

of the g(X)ds. Local mahajans give increased facilities and make advances up to 00 
per cent. For this reason most of this business goes to the local mahajans. Railway 
receipts, bills of lading, etc., are included among these instruments. 

The only difficulty in using such instruments in this manner is when the borrower 
is not well known or does not enjoy a good reputation. 

II. — Indigenous banning. 

A. — Organisation of indigenovs hanhing. 

[Note. — The definition of indigenous banking in the United Provinces question- 
naire differs from the definition in the Bengal and Bihar questionnaire. The United 
Provinces’ questionnaire is the same as the questionnaire, as published in the ''Pioneer,'* 
of the Central Committee.] 

Mr. H. E. Barlow. 
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Question 1.— If indigenous bunking is to include any individual or private firm 
rc^ceiviiig deposits, dealing with htindig or lauding money, then the following classes should 
be included in the list of the indigenous bankers to be found in ihe district : — 

(1) Army bankers, who deal with the military only and offer full fac'ilitios. 

t'i) Sahukarfi or mahajam, who generally advance money against landed protiorty 
and grant long-term loans on registered dixnimonts to iHurowers of gtMxl 
means. 

(3) Commission agents, who advance money against pledge of f»xvii grains, oil- 

sctxls, piece-gixxls, yarns and other commodities, 

(4) Village banias, who advance money mainly to the cnltivutors for purchase of 

grain, cattle, etc., on tin* security of the cultivator’s crops. In Jliansi 
there are also a number of I'lmjabis (Khans) who deal mostly with the 
railway employees. 

Indigenous bankers generally have, many irons in tiu' fire and their principal 
business depends up<m the trade ui the time. 

Question ‘2. — The agriculturist is mostly assisted hy the village banians and by ItKal 
zamindars who lend gram on the satrai system. 

Trade is financed by the saliukars and commission agents. 

Tlie only private industries in Jliansi are cement pi[K» works, ice factory and a 
cotton-ginning mill and some minor concerns. These iiiduslrios are not financed by 
the indigenous bankers. 

Question 3. — It is dilhcult to arrive at an accurate estimate of the resources of iho 
indigenous hankers in my district, ‘riic Incinne-tnx department is [irobahly in the best 
position to make an estimate. A conservative estimate for the Jhansi ilisirii't is Us. CK) 
lakhs. 

Loans, etc., arc'- mostly for a longish periixl and the capital is not turned over 
more than twice in the year. In the case of commission agents the volume of hiiBiness 
is considerably increased. 

Expenses vary from practically nothing in the case of potty moneylenders, who 
do their own work, to a very large proportion of the capital in tin* case of moneylenders 
who have \o go to court in order to secure repayment of their loans. The Vaiah money- 
lenders who are m l zainindars have the largest expenses of all. Exjxmisch vary so cnor- 
inously thoT it is not [lossible to give a definite jiercentage a-s being the usual e.vpenBes 
incnrrtHl. 

In the same way as (he expenses vary enormously, so also the average net return 
varies enor nously, and it is not possible to give anything like an accurate* estimate. 

Question 4. — There is not sufftcient trade for financial houses to deal solely in the 
pure base and sale of hund.s and other bills of exchange, and there are none in Jhansi. 

Question o. — In towns, where the indigenous bankers keep up-to-date accounts, 
they follow the accountancy system, but in villages tlie bankers do not keep up-to-dato 
accounts. They keep only a ledger brxik in which tlie personal accounts of the debtors 
appear, and this ledger book may continue fbr some years. No corresponding cash book 
is maintained. There are others who do not keep any accounts. They settle the ac- 
counts of tlie debtors with the help of pronotes or documentB. 

B , — Raising of funds bij indigenous bankers. 

Question 1. — Only hundis payable on demand are granted in this district. 

Question 2. — lildigenous bankers provide themselves with additional funds from 
other bankers who have a surplus, or from the joint-stock banks or the Imperial Bank 
of India. In Jhansi there is no discount on hundis. 

Increased competition in banking would lead to increased facilitiee. 

Question 3. — ^Deposits are not received from the public generally, and as a rule they 
are gnjy received from members of the family, to whom interest varying from 6 to 9 
per cent, is given. 

Mb. H. E. Barlow. 
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C. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers grant loans and allow cash credits on securities 
such as jewellery, and seasonal accomniodation, etc., on mortgages and hypothecation. 
Loans are also advanced on joint porsonai securitios. 

The ordinary business rate of interest varies from TJ to 9 per cent, and even up 
to 12 per cent, in the busy season. The ordinary rate on mortgages is from 12 to 16 per 
cent., and on personal securities the rate of inte est is anything up to 240 per cent. It 
is a well-known saying in the villages that “once a debtor always a debtor.” It is very 
di6[icult for a family ever to get out of debt once a loan has been taken. Salaried 
|)6rsons can obtain loans on an interest up to 37J per cent, which is the usual rate of 
interest charged from subordinate ofificials. 

Question 2. — The agriculturist has to pay to the indigenous banker in money 24 per 
cent, and upwards as interest. The rates are particularly high in the Lalitpur snh- 
di vision. 

Nominally, 26 per cent, is the rate paid in kind, but w^hen the advance is made, 
one to two seers per rnaund are generally deducted and the same amount has to be repaid 
in excess. Thus the rate of interest is more than 25 per cent. 

By co-operative banking and by increasing banking fac-iliiies tlio organisalion of 
banking may be improved so as to reduce the present rates of iniereBt,. 

Question 3. — There are no facilities for inspecting accounts, and the l)(>rrower has 
very little idea of the amount of his indebtedness. 

D. — Exchange and money market. 

Question 1. — The only money market is for the dealing in hundis. 

Question 2. — There are dalals for each kind of business such as sugiir, nioiuwlending, 
grain, clotli, bullion, etc. 

Question 3. — Hundis are purchased and sold according to market rates whicli vary 
from one anna premium to four annas discount. The rate goes up when the export of 
grain, etc., increases. The alterations in the Imfierial Bank of India rate do not have 
miy immediate effect on the bazar rate, but are felt after some time. 

E. — Defects of indigenous bunking. 

Question 1. — Indigenous bankers are not greatly appreciated, though regarded as 
necessary. 

Question 2. — The Bundelkhand Ijand Alienation Act and the Insolvency Act present 
cLifficulties to the indigenous bankers. In this district there are a great number of 
insolvency suits. 

Question 3. — More speedy disposal of suits Mould benefit the indigenous bankers. 
Village panchayats do not help them much. 

Question 4. —There are many ditficultics in tlie dealings of indigenous bankers with 
their clientele, mainly due to the illiteracy of the borrowers and the inadequate security, 
they can offer. One of the main remedies is to allow borrowers to inspect their accounts, 
and in fact something in the nature of pass-books is required. 

Question 6. — Acceptable demands may not be accommodated by one banker, but in 
most cases some otlier bank can be found. 

The resources of indigenous bankers can be extended only by co-operative working. 

F. — Co-ordination, 

Question 1. — There is very little competition between indigenous bankers of the 
same class, and as a general rule fliey work amicably together. 

Tndigeaous bankers of different classes rarely come in contact with each other. ^ 

Ordinary business relations exist betw^een indigenous bankers and other banks. 

No preferential treatment is given to indigenous bankers by the Imperial Bank of 
India and joint- stock banks. 

Mr. H. B.vrlow 
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Question ‘J. — There is very little co-urdination l>etwoen indigen«»uK bankers and other 

banks. 

The e!<tablishnu*nt of a provincial bankers* ass^xiaiion would j>robably assist Ui 
obtain l>etter co-ordination. 

Question 3. — Verj' few cheques are handed over for collection here, but then' baa 
been no difficulty in collecting those which have been prcHented. 

G. — Consohdation of indujenous hanks, 

1. — As the indigenous bankers are as at present constituted, they are not 
likely to be able to extend their activiues. There is very little hope of effecting any 
union between the indigenous hanks as their field of activity is very circumscribed. 

Question 2, — Recognition bv Government sho\dd entail an audit and publication 
of accounts, and there are very few mdigenouH bankers who would like to have their 
accounts audited. 

Question 3. — The majority (»f indigenous harUiers would certainly oppose the » intro- 
duction of mensuies dt signed to regulate their ojH^rations and enforce the publication of 
their balance sheets. 

Question 4. — For three months in the rainy season money lies idle in the hands 
of the indigenous bankers. Tlie f’Xtent varies. There is a tendency for it to lie concentrated 
in the -ea-port towns. For the most part the most remunerativo employment is found 
in the main financial centres. 

Qursfiori 5. — Tliere is a branch of the Imperial Bank at .Tluinsi and also a brjuich 
ft ininoMfiK-k l ank which are sufficient, to meet the requirement s here. 

I I I . — lNVKST>fKNT HABIT AXD AITKACTION OF CAFITAL. 

A.- Encouro(jement of savimj and invesimenf habit. 

Questifoi 1. — Ilje banks in this district which accept deposits on interest are the 
Imperial Bank of India and the Allahabad Bank. They are adequate for Jhansi. 

Question 2. — The existing nutans for (‘.ucouraging the h.ibit of saving and invest’ 
Trient arc bank de|K>^ils, govrrnmcnt bonds, post office casii certificates and aavings banks. 

In tin* banks, savings bank accounts are opened for sums of R«. 5 nnd upwards, and 
in t!ie, post office a sum of f<uir annas can be investt^. This would seem to provide 
suffic ient ffii' ilities for investors. 

It is necessary for persons in the districts where there is no ’jumt office to go to the 
nearest |>ost office, or, if they wish to invest moBcy in the V>ank, to go to the head- 
quarters. 

Question 3. — As a general rnle the invent ment- arc made in gold or silver only, 
particularly in the case of illiterate perscuis. 

Question 1. — Postal cash certificates are jiopular in my di.strict. The rate was last 
revised in August 1929. Tf the rate of interest is increased, they would doubtlcHS be 
even more* popular than they are at present. 

No changes is desired in the existing terms of issue. 

Question 5. — Post office savings banks afford adequate facilities for small investors, 
in places where there are sub-pcjst offices. It has been net^essary to irlose down some branch 
offices quite recently as they were working at a loss. Facilities can be given by in- 
creasing the number of sub-post offices, but this would prove expensive to Government. 

Middle class literate people and the service class public are the classes who at 
present take advantage of the various facilities for investment offered by the ]x>8t office. 

Question 6. — Opinions vary on the question whether the rates of interest on postal 
cash certificates and treasury bills are so favourable as to create c/>tnpetition between 
Government and banks in attracting money. The present rate of interest obtainable on 
cash certificates Is considerably more than could be obtained by investors who place their 
money on deposit with the banks. The hanks have to make a profit, and cannot afford to 
give a rate of interest to depositors which cannot be recouped by loans to borrowers. If 
the margin becomes too small, the extension of the present banks is not likely to pro- 
ceed quickly. ^Tbe competition is healthy in some ways and bad in others. 

Mb. H. E. Baiulow. 
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Question 8.—It would not promote the savings habit if public bodies were to afitord 
savings bank facilities. Public bodies keep provident funds for their own employees, but 
even these funds are often in a precarious state. 

Question 9. — ^The Imperial Bank and the local joint-stock bank undertake the 
purchase and sale of government securities for the public and charge a commission at 
the rate of J per cent, of the market value of the securities purchased or sold. A depositor 
in the i) 06 t office savings bank can obtain government securities by application to the 
post office. An additional advantage is afforded to purchasers through the i)ost office who 
can lodge security bonds in the custody of the Accountant-General, and are not liable to 
pay income-tax on the interest received. 

For the most part the small agriculturists are too heavily iiidrbted to invest in 
government securities and there is no need to offer any special facilities to them. 

Question 10. — The local banks have to purchase securities other than governrneut 
securities through their main office in Bombay or Calcutta. There are no stock exctiange 
brokers in Jhansi. 

Question 11. — Educated people prefer to invest their surplus monev in bank deposits, 
post office, post office cash certificates and government and oilier securities. Illitero-le 
people prefer either to invest their surplus in bullion or ornaments or Ivecf) in hoards 
underground in the shape of silver rupees. 

They use the surplus for marriages and other ceremonies, and in case of urgent 
necessity and emergency. 

question 12. — There are very small surplus funds in Bimdelkhaiui among the farmers 
of this district. In a good year the money made is mostly used for paying off the debts. 
Occasionally one agriculturi.st lends to a fellow-agriculturist and charges the same rate 
of interest as would be charged by the village moneylenders. 

I can give .no information regarding the amount of capital in (he possession of the 
agricultural population. Four successive had harvests have certainly decreased the 
amount in their hands. 

Question 13. — I agree with the view that in India the banking and iiivcstincnt 
habit is of very slow growth. I attribute this to illiteracy and lack of confidence in ihe 
banks. 

The people may be taught to invest their savings in productive undertakings through 
village schcKd masters, friendly societies and possibly boy scouts and similar organisations. 


B.-^Gheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2. — The abolition of stamp duty on cheques has led lo an increase in the 
use of cheques and in the opening of more accounts. 

Question 3. — Cheques are used by the superior educated clas.^e8 and business firms. 

Question 4.— Fayment of salaries by cheques in the case of employees whose salaries 
are Rs. 100 or more would certainly encourage the banking habit. Post offices should not 
open cheque accounts. 

Question 5.— -Illiterate persons have only to learn to write their names. They can 
get the cheques written out for them and merely have to affix their signatures. 

C . — Vernacular scripts in banking. 

Question 1. — The use of Roman figures would improve the keeping of these 
ac( ounts. ^ 

j 2,—Indigenous bankers use the script best known to them and would 

Goubtlessiy oppose any change. 

Mb. H. E. B.\hlow. 
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• £). — hnptrial Bank oj India. 

The results acbieveii by the Itnpenal bank v)f India are uot apparent to the 
Ifenerai public. The local agent has not been authorist’^ to give any facts and figures to 
show what advance has been made. The directors alone are in a {K>sitiun to do this. 
The main criticism which has been levelled against the Imperial Bank is that their money 
rates are merely competitive, that is to say, where they are in compelitnm with other 
banks, they try to undercut them, but where they are not fac*t*d with any opixvsition, as for 
example in Madras, their rates are as high as the rnte.s charged by other banks elsewhere. 
The criticism is that there should be some polity applicable at ail their branches and 
slioiiid not differ at their different cent res. Tliere is no advantage gained if the I mperial 
Bank merely tries to undercut the branches of other banks when they are in competition 
with them. 

A further criticism is made that snmc of the new branches opened by the Imptrial 
Bank, under their agreement with Government to o|)en 100 new branches, were opened 
at places where a joint-stock bank was already established, so that the public did not 
get full advantage of this development jxilicy. If an extended syMtem of bank ja to be 
the policy of Government, encouragement must be giwini to banks opening up in new 
centres. For the first five years a new branch must generally work at a loss. To encourage 
banks to open up at district headquarters and other centres where there are no good 
banking facilities at present, Government should provide Ks. lakhs free capital for 
five years in respect of each branch against a three lakhs' security to bo given by tb# 
bank. 


lla. H, E. Bablow. 
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Mr. B. E. DREYFUS, I.C.S., CoUectoi^, Benares. 

Memoranduni on indobtodnoM. 


CuJWiVATOHS borrow very little for productive purposen. Most of it is for 
purposes, for litigation or the repayment of old debts. This is even more marked in 
the case of the zamhulars. In my experience, most zamindars get into debt from sheer 
extravagance or mismanagement. Merely to increase credit facilities will make matters 
worse. I .am not convinced that a case is made out in the prestmt stage of development 
for improved banking facilities. People must be encouraged to s{)end less on social 
ceremonies, and to save. Tlie prf>c*e8S is likely to be a long one. The co-operative 

movement and the rural reconstruction scheme are rhc most promising methods of 

advance. At present the co-operative banks have only touched the fringe of the problem. 
We have in Benares about 62 sound agricultural societies, wliile the total number bf 
villages i'^ about 2,458. Much expansion is required. Similarly with the rural recon- 
struction movement whicJi is in its infancy. 

To sum up, I consider that indebtedness is largely caused by the present soc'ial 
. system. It is not due to economic circumstances. This is, of courHe, a broad generalisa- 
tion : numerous instances will be found where ecxjnomic conditions have caused indebted- 
ness. Owing to ignortince or imprudence peoplt* do not Kf)end money to any extent 

for productive purposes. Habits of thrift and ec<^»nom\ miisl be developed through co- 
operative and rural reconstruction Bocieties. 

Now' as regards the present indebtedness, which is re|K)rted in one out of two 

villages in which investigatioiis were made to be increasing so far as debts secured on 
mortgagoB is concerned. Some legislation seems to be necessary. People are so im- 
prudent tliat they make no attempt tc» repay loans on mortgages with the result that 

ultimately they are ruined. I have known a case in which a landholder borrowed 
lis. 9,000 on landed security, at the usual rate of compound interest. After some years 
he had to execute a fresh agreement for the original debt, which with the interest amounted 
to Kh. 30, (KX). Tlie moneylendt'r has iiow' obtained a decree for pne lakh against him, 
and he wdll inevitably he sold up. Thi.s is a bad case and Government should V)e 

directly interested in .seeing that the land does not pass from the possession of the 

hereditary land owning class to the moneylender. Ijegishilioji will l^e necessary : but 
having no experience of the working of the Ugurious Loans Act, I cannot suggest what 
form it shoidd take. My idea is that the Bundelkhand Land Alienation Act should 
be extended at once to the whole province. 1 thought that it worked well : it restricted 
borrowing, but as zamindars only borrow for unproductive purposes, this was a good 
thing. It will enable zamindars rid themselves of a crushing burden of debt. There 
might be a time-limit prescribed for all other loans within which suits to recover 

the nioiioy can he brought — say twenty years from the date frcuii which the money 
was advanced. 


Mm. B. £. rmKYPOi 
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Mr. G. L. YIYIAN, I.C.S., Deputy Commissioner, Naini Tal. 

Replies to tJbe questionnaire. 


1. — AgIUCULTL-UAL CllEDlT A^D CKEDIT FACILITIES. 

Part A. — Agricultural borrotriug for purposes of protluctivn. 

Questwn^l . — The agriculturist in this district borrf)W8 from (i) Oovvrnnient, (ii) 
c(»-i>j)<.rativc societies, (lii) banjaras^ and (iv) village luoneyleiidors. 

He generally burrows for the following puriKises in the projnirtion givtMi against 
each ; — 


^i) liepaytnent of earlier debt and pay* 
nient of accuinulaled interest 
(ii) Marriage and other stxial functionH . . 
f!ji) Seed 

(iv) PiirchaHc of jdough or other cattle 
(V) Suhsistcncc 


d annas t)o 1 jiunas in the rupee. 

*2 annas (o 1 annaH in the riip<H*. 

2 annaH in the rupee. 

1 unnas in the rupee. 

2 iiiinaK to 1 annua in the ruf>ee. 


The debt is mostly taken from village money lenders. Ir some fdaces f<»ur-fifiliS 
of Ji is borniv xl from village money lenders, and the remaining one-tiftb from banjaras ; 
ill <»lhers it may be, rougblv, divided in the following projKirtion : — 
ti) (.ioverninent , 4 annas in the rupee, 
ui) (.'o ojrH'rativc soeieties, 8 annas in the nijiK^e. 

iiin Village moneylenders, 4 annas in the rupet . 

The e li(»le of the debt is incurred in cash except a smull |Hir(ion, f/r., 2 annuH in 
tl rupee, which is taken in grain. 

Question 2. — Ti>e rates of interest chargcnl in this district f<,r cnafi advanceH vary 
from 12} per cent. U) 87} |X'r cent, per anniint. Government eharge (IJ per eent, per 
mensem and cooperative s<x*ieties 15 per cent, per annum. On h»anK in kind, the 
interest is 50 per cent, every half year, 

Tlif" village moneyhndors charge comixmnd interest. 

Th rates charged by the money lenders are exorbitant. 

in ibe matter of incidental charges, the banjaraM eharge to the extent of 2 nalU 
(1 seen-) of grain per ruj>ee. 

Question 3 . — In borrowing from Government and (X>oiKjrative Hocicties personal 
security is ufft-red and accepted. In other cases land mortgage, standing crops, houiiiU 
property, ornaments and cattle are given as security. Banjaras give loans on condition 
of repayment in kind with prohi at harvest time and reach the debtor for realisatum aa 
siHin as the crops are ready. 

It is, so far as this district is concerned, not correct to say that the better the title 
to land the greater the amount of indebtedness, as Government is the landlord in most 
villages. The tenants no doubt are generally indebted. There is a number of settled 
villages also, but in them the majority of the hissadars are creditors of the tenants. 

The number of zamindars is small in this district and they are less indebted than 
the tenants. 

Cases of debt secured on land mortgage are increasing, but still the number of such 
ca«cs is far less than that of debt otherwise secured. 

Question 4. — The usual method of enforcing payment of debt from agricultiirista 
is to get repayment in kind at 'arvest time. The rate at which the cultivator borrowa 
grain or repays it always differs irom the prevailing market rate. The difference is al- 
ways in favour of the landlord. The tenants enquire about the rates when t^y come to 
Ifie liazar on market days. 

Mb. G. li. VlYLVJI. 
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Question 5. — Tbc cultivator takes taqavi for and cattle. No taqavi is advanced 
in ordinary years : it is generally taken in abnomiul years. There are no defects 
in the present taqavi system. 

Question 6. — The system of combining together to produce particular crops is not 
ill v(fgue in this district, though it often happens in a {Xirtion of the district that cultivators 
lielp one another at the time of sowing and weeding rice. Combination is not pissible. 

Question 7. — Ho far :ih borrowing from cn-operative 8(x*ietie8 is concerned, there is 
no defect in that system. But Ixirrowing from private moneylenders, who ebarge 
usurious rates of inUTcst, is very harmful and ruinous to the agriculturists. 


Part B. — A gricultural borrowing for purposes of marketing . 

Question 1 . — Banjaras and village moneylenders purchase the produce from the 
agriculturist and tliey bring it to market for sale wlien they find the rates favourable. 
In certain eases the agriculturists also bring their crops in their carts for sale through 
commission agents. 

The methods of marketing are the same for all the crops. The agriculturists keep 

a portion of their crops for their use and sell the rest. 

Question 2 . — The money for marketing the crops is obtained from l)anks, griiin 

merchants and cxfKirting firms. They all charge ordinary rates of interest ; the grain 

merchants lend on condition that the grain is sold to them. There is a cooperative 
bank in the district, but it does not finance the marketing of crops. 

Question 3. — The cultivator, when he brings his crop for marketing, has to pay 
karda i seer per bag dharmada 1 anna per cent., commission or arhat Re. 1 per cent, 
and 'dana 6 anna« [>er cent. The commission goes to the commission agent and dana and 
karda to the purchaser. 

The charges vary with different crops. 

When the crops are sold in the village, the padhan gets Rs. 2 per cent, on the 
sale- proceeds.^ 

Question 4. — The cultivators in this district store grain in grain bins made of clay 
and bamboo, ajjd also in kothas. If any scheme could be devised to make these fireproof, 
it will he much appreciated. 

In markets grain is stored in pakka kothas and bags. 

Question 6. — Grain stored in markets is not used as security for obtaining credit. 

Question (5.. — I think' the American system of licensed w’arehouscs is not impossible. 
There would be need of governme«t assistance in the matter. 

Question 7. — There is no combination for marketing particular crops. Such 
combination is not possible. 


Part C, — Extent, and nature of agricultural indebtedness. 


Question I. — The agricultural classes are heavily in debt. 


The following is an estimate of the indebtedness of village Pisai ^consisting of 40 
ploughs) in tahsil Kitoha, Tarai : — 


Borrowed from the co-operative bank 
Sahukars 

Well-tO'do tenants of the village ... 


Bs. 

1,002 

247 

247 


Total ... 1,496 


Question 2. — The principal creditors of the agriculturists are Govemineat, the co- 
operative bank, professional moneylenders, padhans and banjaras. 

The richer agriculturist lends to the poorer to the extent of two annas in the rupee. 
The proportion of the debt due to each class of creditor differs. In some places 

Mb. G. L, ViYiAH. 
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it is four aimas Government, eiglit annat$ t: 0 ‘ 0 |)erative siieiety. and four annua profeasionul 
xnoneylendera ; while in other places the whole debt ia se^’urtti fmni banjaras, money lenders, 
and richer agricuituriata, to the extent of five anuaa each. 

Question 3. — Land is passing into the hands of [arsons who are not efficient 
farmers except in the government estates. 

Question 4. — The majority of the landowning classes is indebted. 

Question 5. — Their indebUnlnoss is dik.* to litigation, advances xu/Zhv, luxurioua 
habits, marriages, etc. Roughly, two-fifths of the indebtedness is due to luxurious habits, 
one-fifth to litigation, and two fifths to marriages, etc. 

Question 0. — The landowning clasts do imt have to jiay special rates <»f intcri‘st 
Unless (he borroxver i.s in dire need of money. 

Part D. — Credit facilities in respect of ayrnultural production and nmrketiinj . 

Question 1. — Government advance taqari for sml and plougli cattle in abnormal 
years. At all other times ilie agrieiilturists take loans from the profe'SHional moneys 
lenders, baiijaras and the co-(jperative bank. 

The existing credit facilities arc not adc<)iinte. Introduction of more eo-operativo 
societies is necessary. 

The defect in the existing system of agricultural credit is the high rate of interest. 
The causes arc illiteracy and jxivertv of the agriculturist. Introihiction of primary educa- 
tion and of co-operative .scKicties on an extensive scale is suggested as a remedy. 

*2. — Padlians, banjaras and moneylenders purchase the crops in lieu of 
their debts and bring them to market for sale and for e.\|K)rt to other places. The existing 
credit fa<’j!ities are not satisfactory. 

Question 3. — Tht're is no co-ordination among the various credit agencies. There 
is 8cop<‘ for improvement in this direction. 

Question 6. — An esliniate of the total amount of capita) require for agricuitiiriil 
finance can be framed on the reiphrcnients for 8(*ed, plough cattle, sajhts, marriage itnd 
other necessary expenses. Several lakhs would be required for the distfict. 

Part E, — Land moritjatje banks. 

Question *2. — Ijong period advances are obtainable on the security of iHudeil property. 
The diffii ulty of long- period lK>rrow’er8 is the high rate of interest. 

Question 3. — Non transferability of tenure does aert as an impediment to long-term 

credit. 

Question 4. — Occupancy rights do not serve as adequate security for long-term 
credit. With a view to increasing the value of such security the tenancy rights may he 
marie transferable. 


Part F.—CO’Operation. 

Question 1. — There is only one co-operative bank in the district, but it has no 
•connection with the Imperial Rank of India. There is no competition between it and other 
4>anks. 

Question 2. — The co operative bank finds it difficult to raise capital as people think 
the Imperial Bank to be more safe. 

Question 3. — The amount of capita) available for financing the co-operative move- 
ment is adequate. 

Question 4. — The growth of the co operative movement would l)e stimulated by the 
grant of financial concessions sr»ch as exemption from income-tax or the declaration of the 
•debentures of co-operative banks *8 tnistee securities, and 1 think such action desirable. 

Question 5. — The establishment of a provincial co-operative bank would stimulate 
ihe co-operative movement in the province. 

!Mb. G. L. Vivian. 
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Part G . — Small induHries allied to agriculture. 

Question 1. — There are the following atnall subsidiary industries in this district : — 
<l) Giir-making, (2) cotton -ginning, (3) sugar-refining, (4) hand-spinning, (6) dairy-farm- 
ing, (6) growth and manufacture of tobacco, (7) vegetable and fruit-growing. 

Question 2. — The conditions of these industries is not satisfactory. Credit facili- 
ties and demonstration work are suggested for their improvement. 

Question 3. — For providing employment to a farmer during the off-stason, I suggest 
hand-spinning and weaving in general and other cottage industries according to the raw 
materia] available in the locality. Working capital for such enteri)rise8 could be secured' 
through (JO operative societies. 

Part H. — Small urban industries . 

Question 1. — The cottage or art industries of this district are financed by the 
professional moneylenders . 

Owing to the high rate of interest, middlemen make much profit. 

Question 6 . — An industrial bank would be a suitable method of improving the* 
system of financing small industries. 

in. — IWKSTMKNT HABIT AND AITBACTION OF CAFITAL. 

A. — Encouragement of saving and inrestfuent habit. 

Question 5. — Tost Office savings bunks afford adequate facilities to the investing 
public. The people who take advantage of the facilties offered an^ mostly government 
servants. Other classes would be attracted by a higher rate of interest. 

Question 12. — Farmers generally bury their surplus funds. In exceptional cases 
the lend to fellow agriculturists, charging interest at six pies to one anna per rupee per 
month. 

Question 13. — The hanking and investment habit is of very slow growth in India. 

B. — Cheque habit. 

Question 4. — To promote the cheque habit, the [h>si office should open cheque- 
accounts. 


BiTk. G. L. Vivias. 
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Mtr. TULSIPAT RAM, Deputy Collector, Unao. 


Replias to the quetUonnaire. 

I. — AaRlCCLTVBAL CREDIT AUD CttP.DlT FACILITIES. 

Part A. — Agricultural borrowing for purjwjfes of production. 


Question 1. — The agrioultiirist iii iiiy district borrows from Cj(>v<?rDinciu, co-o[»erative 
societies and village moneylenders. He borrows for all the objects inentiontMl in the 
questionnaire, but very seldom for manure, agricultural implements, sinking of wells, 
building of tanks and other agricultural iinprovementj^. The necessity for liie last two 
does not arise generally. 

It is difhriiit to say in what pro|xiriion the debt is distributed among the above 
purposes. I would put down half the amount for repayment of old debts and interest, — 
tins in fact covers everything bex^ause the old debts were raised for a variety of pur- 
)>o8es ; alMUit -10 |>er cent, for cattle, and the balance for olh«T pur}K>scs. 

1 would put down 70 |>er cent, of the loan business in tlie liuiids of the village 
moneylender. However, villages close to big cities like Lncknow', (’aw'ii|>ore, etc., are 
worked up by city inonevlcnderH on the ugahi Kysteni. TIu* balance of ,'U) |>er cent, is in* 
otlier bands. 

To make an (Ktimale is not an easy tiling, but I would put down grain loans at 
about GO to 70 per cent, Tlui reason for this figure is that govenuneiil ailvances are 
in cash <»nl>. I'lie co o|Hr«tive scH'icties also make payments in cash only, and, siinilarlyt 
tl»e city mabajiitis generally give rash. 

ilu? loans nr<- ex|H;('t«.si to he repaid half-yearly, hnt IIm'V never are iictually paid 
in linio. All government loans are repayable after more than six months. 1 would 
put almost all the loans repayable after six months. 

Question '2. — Tlie rate of interest for eash advances is about JK) p**r cent. 

For loans in kind f<^r seed, sawai and deorlii, i.e., IJ or IJf for eiieb maund gene- 
ral ly. 

For other loans in kind, between 25 and 30 p«^r cent. 

There are various methods of calculating the rates of interest. Half yearly inf crest 
is added to llie capital, and in some cases quarterly interest is also added to Iho 
principal. 

The rates of interest are exorbitant. 

Wlicn money is lei^it on ugahi, the cost of stamp on the pi'onote and the (^barges 
of a scribe have to be paid by the borrower. 

Question 3, — In additlcm to the pcTsonal HtTvirity of the Ixirrower, land mortgage, 
standing crops, house pnq>erty, ornaments and agricnitunil implements are given and 
accepted as security. 

It is correct to say that tiie better the tiile to l.'ind tin: greater the amount of 
indebtedness. 

Tlie amount of debt setnireii on land mortgage is increasing. 

Question 4 . — The usual met bod of enforcing jiayment of debt from agreMilturists U 
by lawsuits. 

The difference between the rate at which the cultivator borrows grain or repay® 

and the prevailing rate is not noticeable to any extent. There is no means by which 
the cultivator can ascertain what the prevailing rate in the market is from time to time. 

Question 5. — The cultivator does not lake full advantage of the facilities provided 

by the Agriculturists Loans Act and the Land Improvement Act. The realisation of 

taqavi at regular intervals, even when the man cannot pay, is a great drawback. No 

doqbt considerations are made for uon-payment by the tenants of an affected area, but 
individual cases ore not exempted 

He cannot borrow very much above his requirements as faqati is given on oneV. 
status, and this docs not vary with requirements. In normal years he does not borrow 
so far as my experience goes. 

Mr. Tut.sipat Ram. 
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Defects have been removed to a considerable extent, and whatever minor jioints 
arise are dealt with suitably. 

Question 6. — In this district cultivators do not combine together to produce parti- 
cular crops. It might be desirable to have a large area under sugarcane or cottrai in this 
-district on aa*x)unt of two sugar-mills here and close proximity to Cawnpore. This com- 
bination would be desirable. 

Question 7. — The present system of agricultural borrowing is defective. The rate 
of interest charged is cx-cessive. Even the rates charged by co-ojK^rative societies should 
be reduced. There ought to be a Loans Act to help the cultivators from the cliitcheH of 
greedy moneylending village mahajans. 

Part B, — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops are brought to market in country carts, (*n jionies 
and head loads. 

The methods of marketing, according as the crop is one mainly for domestic con- 
Buinption or one mainly sold in the market do not vary much. 

Question 2. — Money is obtained to finance the marketing of crops from all the 
sources mentioned : banks, grain merchants and exjxirting firms. Money is lent either 
on interest or a stipulation is mtule to purchase the corn at a lower rate than the prices 
prevailing at harvest lime in the markets. 

The co-operative bank does nothing to assist in the marketing of crops. It ought 
to do this. 

Question 3. — The cultivator in the case of marketing his crops pa^^s the hariifl, 
the arhaiia, the dalal, the beopari at different rates and these vary for various crops. 
Hates are so different in the bazars that no correct estimate can be made. 

Question 4. — The necessity for the cultivator to store his grain very seldom arises. 
'The amount stored is very small and the methods in vogue are quite adequate. Improve- 
:inent in this direction is possible. 

Owing to the proximity to Cawnpore grain is moved on there. Still, whatevir ’.s 
left is stored in khattas and bags. 

Question 0. — With certain modifications the system of licensed warehouses in the 
United States of America can be worked here. The system will be new, but people will 
'become familiar with it in time. Government help in the beginning will be useful. 

Question 7. — It would not be desirable for cultivators to comliine together to market 
particular crops. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — No estimate can be given of the existing indebttKiness of the agricnltu- 
ral classes, but as a whole they are considerably indebted. Tlu; conditions become 
worse with bad harvests. 

Question 2. — The principal creditors of the agriculturists are village bankers and 
village ffrain dealers. 

The richer agriculturist lends to the p(x>rer sometimes to a small extent, 

I cannot exactly estimate the amount of debt due to each class of creditor, but 
mostly the village mahajans and grain dealers are the men who advance to tenants. 

Part D. — Credit facilities in respect of agricultural production and jnarketing. 

Question 1. — Government, village bankers, grain merchants and co-operative banks 
•play the largest part in providing agricultural credit in respect of crop production. 

The existing credit facilities are not adequate. Extension of the co-operative 
:«ocieties on a large scale would increase the facilities. 

The high rate of interest is the defect in the existing system of agricultural credit. 
It should, be stopped by legislation. 

Question 3. — There is no co-ordination among the various credit agencies. 

Question 4. — There is a greater facility of credit for overseas trade owing to im- 
proved organisation than for internal trade. 

-Mr. Tulsip.\t Ram. 
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Part E. — Land mortgage banks. 

Question 1- — Lioans for long periwis are obtainable by landlordB and tenants of 
various kinds for any reasonable amount eoauueusurate ^^ilh ibe status oi the borrower 
and the security offered by him. 

Question *2. — Such loans are available on the security of land, gn>ves, and some- 
times on movables also. 

There are no difficulties if the security is adequate. 

Question 3. — Non-transferability in the case of tenants acts as an impediment to 
long-lenn credit and increases the rate of intereit. 

Question 4.--Tu ii certain extent the ixTAipancy right serves us an adequate security 
for long-term credit. 

I would not encourage indebtedness by legislation to increase the value of such 
security for long-term advances. 

Question n. — The eslablishinent of a laud mortgage bank would solve the problem 
of long-term advances in this province. 

Question would suggesi one land mortgage bank wuh brunclu’w all over 

the province. 

33ic bank should have its own share capital or a government guarantee. Both are 
good. The amount of capital cannot 1 m 3 given at present. 

The share capital sliould he available for subscription to ail tenants and land-'* 
holders. 

With a government guarantee there would not be much difficulty, but if the share 
capital is not taken uf> l)v tlu^ public Government ought to suhst'rihe. 

The mauageiiicnl , etc., of the land mortgage? bank should be like that of other hanks 
hut subject to Government's right to have a fair number of directors and general super- 
■vision and control as regards its administration and fKilicv, 

The inajnimum (K*ri(xl of the loans advaneed should be about 2t) years, and the 
margin hctv.’een the amount of loans and the value of mortgage 30 per cent. 

Land luorlgage hanks should obtain working capital from (i) de[>osits, (ii) deben- 
tures and (iiiv a central institution. 

I)el>entiircs should carry a government guurantcH? for both principal and interest, 

if debenuiies are not taken up by the public within a certain time, Govern- 
ment sho Id take up the balance, but only as a last resource. 

Debentures should rank as trustee wruritica 

If Government undertake any financial ohligations, it should have a first charge 
on the a.ssets. 

The following concessions in favour of land mortgage hanks are* suggested : — 

(i) issue of certificates of encimihrances by the registration office at a nominal 

charge, 

(ii) reduction of Btamp duty, registration charges and court-fees to one-fourth of 
the existing rates, and 

fiii) the hank to have power to manage defaulting estates. 

I do not think that it is necessary to notify projKwed mortgages, and I would not 
reduce the |)eriod of foreclosure or sale font lali ties. 

It would be very cumbersome for provincial land mortgage hanks to be co-ordinated 
under an all-India central institution. 

Question 1 . — The value of land should be calculated on tJ»e basis of profits of 
the land. 

The value of land per acre differs according to the crops grown on it. Various 
factors affect such value: irrigation, access i hi Ity, class of land, nature and habits (.f 
tenants, etc. 

The price of land obtained by sale on a court decree and that obtained by private"* 
negotiation depends upon the circamstances of each case. Sometimes one is more pro- 
fitable than the other, and sice versA. 


Mb. Tulsibat Ram 
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PANDIT JAGANNATH TRIPATHI, M.Sc., Deputy Colleotor, 

Fatehpar. 


Replies to the questionnaire. 


1. — AORICULTUIUL CBKDIT AND CREDIT FACILITIES, 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — Agriculturists borrow from Government and co-operative societies, but 
jinoBtly from village money lenders, for : — 

(i) repayment of earlier debts, 

(ii) payment of acjciunulated interest, 

(iii) marriage and other social functions, 

(iv) famine and other kinds of distress, 

(v) payment of land revenue or rent, 

^vi) seed, 

(vii) litigation, 

(viii) purcliase of plough or other cattle, 

(ix) sinking of wells. 

(x) huilding of tanks, and 

(xi) Biibsistencc. 

The greater yiortion of the debt is incurred for marriage and otlier social funo- 
'tions; next comes litigation; then comes purchase of seed, purcliase of cattle, repayment 
-of earlier debts and interest. 

About 90 per cent, is borrowed from village moneylenders, B per cent, from on- 
•operative societies, and 2 per cent, from Governminif and of this about 80 per cent, 
is in cash and 20 per cent, in grain. 

Most of the debt is originally borrowed for short periods only, but payments are 
rarely made within short periods except in the case of debts in kind. 

Question 2. — The usual rate of interest for cash loans is 24 per cent, per anmiui, 
'but. it g(ws up to two pice per rupee per month (37 J per cent.). 

For loans in kind the rate of interest charged is sitoai or four annas per rupee. 

In most cases, and especially in the case of loans for short periods, simple interest 
is charged. In case of bigger loans compound interest is charged, calculated every six 
months. 

These rates are in my opinion exorbitant. 

In cases of registration, registration charges have to lie paid by the borrower. 
Where pronotes are executed, their charges are also paid by the borrower. 

Question 3. — Tlje usual security offered by persons of ordinary means arc ornainonts, 
while, in the case of zamindars, zamindari is offered in case oT bigger loans. A good pro- 
portion of the debt is unsecured — about 20 per cent. 

The smaller tenants are the persons most in debt. 

The amount of debt secured on land mortgage is increasing. 

Question 4. — In cases in which money is lent by the zamindar, he collects tlie debt 
along with the rent, Bania moneylenders mostly take the produce in lieu of their debts. 

There is no difference between the rate at which the cultivator borrows grain or re- 
pays it and the prevailing rate for that grain in the village or market. The rates are 
mostly ascertained through the weighman (Baya). 

Question 6.-^— Pull advantage is always taken of the facilities provided by the Agricul- 
turists Loans Act and the Land Improvement Act. The demand is always largely in excess 
of the amount available for distribution. 

In abnormal years there is no limit to the demand for taqavi. 

The present taqavi system is working properly, 

QuesUon 6. — In no instance have cultivators joined together to produce particular 
-crops. This is no doubt desirable but does not appear to be possible at present. 

'Pandit Jaoaknath Tripathi. 
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Question 7. — The chief defects ia the present system of agricviUural Uwrowing s^re llie 
high rate of interest and the unproductive nature of the purpose for which tlie money ia 
borrowed, A great deal of the money is borrowed for marriages and other social functions 
Jind is practically wasted. Every one feels the futility of these expenses, but is unahla 
to raise his voice owing to soc'ial tyranny. The rem^y appears to bo to form unions, 
through co-operative societies, the members of which would know not to sjhmuI more than 
a certain fixed amount on social functions. 

Another great drawback is the illiteracy of the masses, on account of which tiu'y 
are unable to keep accounts and have to pay whatever the demands. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Weekly or bi-weekly bazars are held in all big villages U) which the 
.cultivators bring samples. Grain merchants — mostly village batiias — settle the rates on 
seeing the samples, and later go to ttie village and purchase the grain. Tliev tranH))|^rt 
it to the bigger markets of Fatehpur Bindki or Cawnjiore where it is purchased by the big 
^rain merchants either for storage or transport. 

Question *2. — Usually banias rely on their own capital. Sometimes they borrow from 
the bigger grain merchants. 

Co ojierative societies do not assist in the marketing of crops. They can assist 
by replacing the village harna, thus saving the cultivators from middlemen's profits as 
W’ell as from cheating owing to low rates and short weights. 

Question 3 . — There are no fixed charges for the marketing of crops. It is all a 
^uesStion of bargaining. TVie bania makes a profit, of about one anna in the rupee (fij per 
-cent.). 


Question 1. — Mostly cultivators keep their grain in big earthen pitts and sometimes 

in holes dug in the ground. For men of small iiieana no other system appears possible. 

In markets the grain is stored mostly in khattis. The grain kept in khatiis deterio- 
rates in rpiality and is liable to become rotten. Masonry elevators would keep the 
grain in better condition. 

Question 5. — Bometimes village banias, instead of selling the grain at. once, keep it 
in the khattis of the grain merchants in the (owns and take loans on the security of the 
grain. BiH such triinsactionH are not many. 

Question 6. — The idea of having licensed warehouses is a very good one and can be 
worked successfully in the bigger places. There would be no need for government assistance 
in the matter. 

Question 7. — There are no in8tanc(?s of cultivators coiiihining together t<^ np^rket 

particular creeps, nor is it possible at present since the produce varies largely in quality. 

Question B. — The system of weighment is not at all satisfactory and is one of the chief 
reasons why cultivators cannot sell their crops to the best advantage. In this district, 
specially, the system is most complicated, and even educated persons find it difficult to 
-calculate prices. Here the “seer” is fixetl at BO tolas — but the panseri varies from village 
to village In some villages it is of 6 seers, in some it is seers, in some it is 6 seers 
IJ paos, in some it is 6 seers 2J pans. Thus, if a certain article is sold, say, at 7 seers 
to the rupee, one has to calculate how much these 7 seers amount to according to stand- 
ard. If the panseri is of 6 seers and IJ or 2} paos, then the calcu!ation is most com- 
plicated and people are content to leave it to the baya (weighman). 

Question 9. — No instances of exfxirting firms and companies being guilty of specu- 
lative dealings have taken place in this district. But when there are chances of a poor 
-crop, the grain merchants increase the price. It has however no effect on the cultivator. 

Part D. — Credit facilities in respect of agricultural production and marketing, 

Questiori I.— Government advances money as taqati, but this is to a small extent 
-only. Professional moneylenders, indigenous bankers and co-operative banks are the chief 
persons who provide agricultural credit. 

The existing credit facilities are adequate, but the rates charsjed are ruinous. 
Pandit Jaoannath Tripathi, 
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Quention 2. — No credit is at present required for iitarketing crof>«. 

Question S . — There is no co ordination among the various credit agencies. 

The co operative system should be increased and the village moneylenders should 
he encouraged to deposit their surplus money in sucii societies. 

Question 4. — None of the persons consulted have been able to say anything about 
credit facilities between internal and over seas trade. 

Question 6. — Only a rough estimate can be formed based on the number of families 
in the district. In rny opinion a sum of ten lakhs would l>e required for agricultural 
finance for this district. 

rAKT G — Small industries allied to agriculture. 

Question 1. — Dairy fanning, gur>making, cotton ginning, sericulture, tanning, and 
thoL other industries mentioned in this question arc found in the district, but to a very small 
extent, except gur-m&king. 

Question 2. — The condition of these industries is not g<H>d. I’ouitiv fanning and 
hand-spinning are the two industries in which much progress can be ac hieved. As regards 
the former some impetus has been given by the forming of tiie Poultry Association and 
the holding of exhibitions. As regards hand -spinning, much progress can be made 
if suitable arrangements are made for the sale of the yarn. 

Question 3. — Hand spining appears to be the best industry which may give employ- 
ment to a fanner during the olT-season, and no capital is required for this. 

II. — Indigenous banking. 

A. — Organisation of indigenous banking. 

Question 1. — The classes of indigenous bankers in my district are village banias, 
mafia jans and zamindars. 

Tliey lend money on all sorts of securities. Tliere is no special distinction. 

They are mostly merchants or zamindars, and money lending is a subsidiary business. 

Question 2. — Indigenous bankers lend money for special functions, litigation, etc. 
There is no difference in their methtxls of working. 

Question 3. — The total capital of indigenous bankers in the district would be in the 
neighbourhood of 20 lakhs. Practically, the whole of their money is engaged. Expenses 
are practically nil, and only a few moneylenders engage a peon to collect debts. 

The net return is about 12 per cent, per annum. 

Question 6. — Ordinarily, only a single bahi is kept in which entries are made when 
the >%onoy is lent. When the money is being returned, the interest is calculated and paid 
but no formal entries are made in the bahi. Big moneylenders keep a cash book and 
ledger. 


Pandit Jaqannath Tbipathi. 
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Mr. A. D. BANERJi, B.A., Deputy Collector, Aligarh. 


Replies to the questionnaire. 


I — AoRICDITIJRAL credit and CRKDIT FACILITIKS. 

Part A . — Agriculturnl borrowing for purposes of production. 

The agriculturists in tins tiistrict generally borrow either from tlie coojxsratiiw 
or from Govertmient or from tho moneylenders. AlmdSt all the cultivators have 
got some kind of inonetiiry dealings with their laiullords who are thus able to dominate 
over tlieir tenantry. The moneylenders and the tamindars advance nionc'y on simplo bonds 
when no security is available. The zammdars generally get a lamd oxtuuled and tho 
W’hole Hiiionnt is not paid np irninediatt ly. The iigrie\illuriHt takes tho loan in cash or 
in seed aoeording to his iinauHliate need and tlien accounts are settled annually. Tho 

soeurity for the w-operalive sneiety is of course thci joint liability of the members and 
tbe siuntiing crops and cattle «»f tbc borrowers. The loan is genernWy taken repay- 
ment of earlier debts, then for (xpenses of riiltivation or for purebaae of biinock*** aeed 
or atrrieulf ural implements. The vilhige monevhnder and the cooperative s(K‘ieiieH general* 
ly a<lvan<‘c rnomn' for s(‘rd and cattle. The loans are hIho takeii for payment of rent*. 
TiOann for liti ^a'ion arc r.ot very fre(picni. The co ()|>erative societies are able to advance 
loans np lu on* lakh and the district is well under the grip of moneyh'nders. 

The eiiltivators are entirely at tiie mercy of village moneylenders who can rnanipu* 
late accounts as tln-y like and always try to swallow np the wliole of ilio produce of the 
land of a cultivator. 

IMierc IS always some ditTcreme between the rate at wideh a cultivator borrowB 
grain and the rale of its rcpavment. 1 think <k) Heern arc rej'nid for 40 seers of grain 
i»orrowed. The illiterate cnltivator doe.s not rare for the market rate and pays tho money 
at ilu! vill;»,ge rale. Tlic moneylender does not give any breathing time to a cultivator for 
any kind <>f bargain. , 

As far as T coidd ascertain it is not correct to siiy that the better the title to tho 
land tlie g"* ater the amount of indclucdnes.s. Bnl leaving aside a few exceptions moat of 
the 7 a»»rndfjr,< of the disjrict arc in debt. 

n’he taqari system should not b»* made too attractive for all and sundry to rweive it. 
uni the needy should not go disjif^pointed. There are certain diflTjeultica in receiving 
taqnri. hut tin* Mnootli wav in which lakhs of wnney have been distributed this year has 
made nn* Hunk that all the hardships rould he mitigated by the faev and modes of payments 
of tlie revenn^ ofTi<’cr, 

Part R. — Agricultural borrowing for purposes of marketing. 

Tbc middlemen and dalah arc the bane of the agrienlturists. Tlicse people swarm 
round the agrienlturists in their villages or meet them halfway on the road before the 
grain arrives at the market, and by various kinds of indueenn nfs they strike up a bargain 
which is alwavp disadvantagtsuis to the ruliivator. Even if the commodity reaeheH tbc 
market place the beoparis are more than a match for the illiterate producers. T think this 
work of marketing nef'ds the attention of the ro operotiv*' societies and a beginning might 
well be made for purchasing direct from the cullivalorR for institutions like the jail or the 
hospital, Alignrh Jail consumes about i.OOO maunds of wheat, 3r>5 maunds of dal and 
about 600 maunds of gram everv year. If possible, licensed warehouses may ho openedT 
for storage at tahsil headquarters 

Part E. — Land mortgage banks. 

At present the cultivator can get two kinds of loan, niz., a short loan, say from a 
eo-operative society, which is repayable within the conrse of the year, and^ secondly, by 

Me. a. D. BAinaui. 
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taqavit which is repayable within the courae of three or five years. Bat there is no long- 
term Joan for liquidation of long indebtednesB or for permanent improvement of land 
or for acquisition of new lands. Inauguration of land mortgage banks might supply this 
want. There are no doubt difficulties attending default and proper supervision and need 
of a large capital. Hence the experiment may at first be tried in a few selected areas. 
These banks should at first deal with farmers and small landowners. The big land- 
owners may, for the time being, be left alone. The maximum period for the loans 
advanced should be thirty years. It should get all necessary Slate help like purchase of 
debentures and exemptions from stamp duties, income-tax and duties for registrars* certi- 
ficates, etc. 


(For oral evidence t see pages, 133-4.) 


A. 1) Bankpji. 
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Note on kMiiiks and eo-operaiion. 

I T4KB the liberty of malting a few suggeetiona for the removal of the^ "pemioioui 
financial anaemia'' witli which the enunlryguie is suffering. Sir jhiniol HatiiilUm, while 
rt^cently presiding at the Bihar and (IrisBa IVovineial t’o operative Conference, said : 

There is a closer connectum between linanee und the hurning ghdt and Iho burial* 
ground than pe<H'le imagine!” This, in niy i»pinion, puts in a mitsliell tJio iinportanee 
and value of the iurpiiry of rural finance. India is pre-eniineiii! y an agricultural country 
where one-sixth < f the world’s |X)pulatioii livcri in villagi's; per rent, of its [lopulatioii 
arc illiterate, 7*2*0 per cent, htive agriculture and pasinre as their main source of income. 
Vet the yield jhf acre in India is one third of Egypt and ono-fourth of Jatian. Five 
^agricultural families in India produce IchhI for eight or nine families, while in Western 
Europe and North America, they feed 50 families The death-rate in India per thousand 
is 33*4; in the I'nited Provinces 25*01, and in llio United Kingdom 11*6. Fever is 
more prevalent in the villages than in the towms. The villagers art' so ignorant that 
X'ven the shnp’e use of quinine for malaria is not known to immt of them. Fatalistic 
lethargy is another cause which prevents the villagers from acquisition of new ideas 
r(‘garding diseuKe, liealth and food. Other reasons f<ir (he liigh death-rate are wrcUduHl 
housing conditions, impurity of drinking water, and the custom of early marriages. T)ic 
economic side of the agriculturists is very backward, and they art* generally debtors U> 
village monevlcmlerH. Much of the debt is due to the system of early ninrriages and 
uHelesK cvpcnditu -e on certain srK’ial functions. Tin* structure of Indian education is 

ill-balanced. The villagers are ovcrwhidniingly illiterate. The farmer tnust get a 

proper price for his pn<duce, and to have this, middlemi'n must Ix' elirninatod. As far 

back as lOltV— 18 the Indian Industrial Commission had ohservi'd : “A l>ettor 
xnarket system, a <ooperativc selling, and cMlucation are thi^ most promising remedies." 

The task now i'^ to remove all tliesc drawbacks. There is great necessity of rural 
reconstnictioTi by liquidation of debts, by improvement in agriculture, sanitation and 
general w’clfnre. 1 think under such circumstances, the intrcMluciinn of co-operative 

principles i« the only remedy for the disease. All the work will have to ho done on 
a co-operative basis. Co-operators, hy luwssity, will he the vanguard of future re 
formation. 

On ary general survey of the existing cdiuatiomil pf>sition it would appear that 
the idea thur the wlucation imparted to the higher classes of society would filler down 
to the lower masses has entirely failed. “The social conditions of the country dis- 
c<uirage ineii of trained intellet't from returning to the mofussil and from influencing 
the masses in the direction of education. It is difficult to imagine how the rural 
education of tho West would have progressed had it not been for the lielp of the parflon, 
the doctor and the squire" ("India in 1924-25," page 273). Non officials alone can 
achieve but little without State help because they have no definite idea or programme 
to offer. There are so many castes, creeds and vested interests that a dash of ideals 
will take place amongst individuals and hinder progress. Besides this, without active 
control of the State, the progress movement in villages will not bo able to maintain 
Its pare of unity, uniformity and continuity, and there is the danger of Indian villages 
lapaing to old conditions. 

It thus falls on the State to take up this task of improving rural economy. The 
States can work only through the agency of the Co-operative Department. To improve 
vilkge finance the Co-oncrative Department will have to tackle all the village needs as a 
whole, and I agree with Mr. Bravne of Onrgaon that piecemeal work is of little value 
for village reconstruction. The work of the Co-operative Department 'would be great and 
they way have to take a higher tyne of subordinate official and more co-operation *witb 
district officials. Propagation < ? ^rative principles amongst officials and non-officials 
is also essential. At present the knowledge of co-operation amongst educated classes ia 
wry poor. 

A eo-operator’a aim would be to free a farmer from his debt and discourage him 
from tneurring debts with fnahajam. He (the co-operator) will have to do propagandA^ 

IfB. A. D. BaNnn. 
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work to ctjrfaii items of u.selcH» (‘X^jenditure of a farmer, aud he Bhouid be hei{>ed to iake 
to improved inethodB of cultivation. This can easily be done if the co-operator remaioa 
in touch with individuals in villageH. He will also have to interest himself with the 
investigation of definite problems connected with the aims, rnethodH, and products cf 
education of the rural community. He should also familiarize himself with village 
handicrafts and village agricultural industry and might suggest improvements. A c>o- 
operator will have help to change the mood of the village. The task is. no doubt, 
great ; but yie reward of satisfaction of having done a service is greater. 


Me. a. r». liASKEU. 
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ORAL EVIDENCE. 

Luoknow, Febraary 1, 1930. 

present : 

Mb, E. a. H. Blunt, c.t.e., o.b.k., i.c.s., m.l.c. Ctnurmnn, 

Mr. Mohan Lal Sah, m,a., ll.b. ... Member. 

Dr. L. C. Iain, m.a., ix.b., rh.D. ... Secretary. 

[Wttuess : ^iu. A. 1). Bankiui, iJejaify ( ollector, Alujarlij 


The CUmnnaH : Do >*»ii Limir from Ali^arlr.* — Yos, Sir. 

Mr. Sail : Wlial aecurily iho ti'iiant givo lu the Ittiid bank for 

their borrowingn? — 1 think ilie joint iuiliiliiy «>ii u liioh wo give money from no opt ral ivo 
oociotics will bo Biiffuiont for ttnnnt.s. 

Will that be a suthoieni security for long tmn ioar.s? W hy not lor ih»' lomnilH? 
Yon will not acivaiiee much money to lln-m. 

As a mailer of fad ii '.Amiiiti be lutes.surv lo inixuiue iheiii lor ihi' repaymonl .>f 
their pre:iienr clebi.s. Tlie |H*rio(i miglit lie *25 \eaiM or nmre. lU'itnrAVi) In my \\riUcni 
Utaternent my ifh'.i nus to keep land inorigagi- hanks fur Minill jiroprielorw. 1 do not tliink. 
lenanis retpnre oioeb monev e\cepi for the im{nuvement of ih(‘ land and flint the eie 
o[M'rtitiVr s<H JOIN'S should ;!,ive. 

The t itiUrpnan : \\ InU iiboul the i<‘dem|»hon ol their piest iil delils 'I'lu’ aiijoimt 
iii not high. It may he ‘2(K) or dOO nipeoH mu! lliev jam get it from cooperative; hoeietic’s, 

Mr. Sail : Do you tliink that they ean get .i mrtieient iimoiinf of long term loan from 
the c^-operat:vL yoeieties? — Of oourge not longderm 'riiev g<‘nerally do not |>ay early. It 
takoH tluMn from five to six years and it is suflieien! for (he tenants. 

Kven thi.s {leriod jh too long for rYi operul ive soeicM ies ? — Ye s if is. I find from 
experience tliai a ioiin is not paid up for ftair or live ncmits 'rie-y lake u loan and they 
cannot pay it and tiien tliey get exfension.s 

And th.'it. is why it increase's the hnrden -d ih'hls m i/heo ease?— It does increase the 
burden. lhi in nc'^v luute^, ii le,^^♦•ltv iheir !;u<- of interc'si l*c'c*ause B tu’w transadioii in 

effect etfl, 

I lliink li i'' S4ili» In 'calizc' money and give iliem fresh Ictans. Would it not lie 

diiliculi feer small land mortgage hanks to eominatid eonruletcee in its drdientures avul 
dejv>sits atid alscc keep < h»si’ loueh witli the* stcHk imitkels of the camntrvV — \h ivgard« 
cOiifidenre, if t rovc rr-me.it guarantees a certain amount of assistance Ibere w ill he siifticient 
CA>nfjderut‘. 

Sup|>osing that then* a hind iimrigiige hank in (‘acV» district or tahsil. Would 
it not command more' euntidemee, if there* he a provincial hank with hranehes in irnfuirtant 
diBirkts? — 1 do not think s<», 

W'lll the district land iimrtgagc hank in a lahsii alao be able h> get itwelf in 

touch with tlie st<K*k marketfl of the* ccmniry? — I think ho. The Itnfxrial Hank will 

help. Whenever 1 require' a cptotatiorc for seeurities I lake hedp from the Imperial Bank 

of India. 

You will rtdy on the Jinperial Hank? — That will be good enough. 

Ah a matter of fac t, knowh-dge of markets is reepiind in floating debentures an well, 
and then, of course, the land mortgage bank wdll Iks more helpful. — (Wifrtejf/t) It may be. 

Do you think that a disirict m rlgage bank will bet able have good dircpsctorn? — 
Thore may l>e aome difficiilly alKUit many directora. 

What f>articular f>bjeeiion would you have to a provincial land mortgage bank 
vith branches? — The provincial land mortgage bank will not be able to know the local 
aitnation so well as the district b<'ink, 

Mr. A. D. Banriui, 
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Bo that it will not be so much in touch with the l>orrowers as a local bank^A — That 
is my idea. 

The Chairman : I notice from tliis noJe’^= that you gave me just now that you are- 
a canviced co-oi)erator. — (Witness) 1 was thinking whether we can help tenants in any way.. 

That is, your line of helping (hem is through cO'0{»eration? — ^Yes. 

I just wantexl a statement of your line of attack. If you had to improve the 
gejieral finances and (?coiiornic cfmditiori of India, you will do it through co-operatiem ? — 
Yes, I would. 

The point I want to ]uil to you in thal connection is this. Again and again people 
say that Govermnent must do this, tluit Government must do that. All these things that 
they want Goverriment t<» do means money. After all the amount of money that Govern- 
ment has got is limited. Do not you 1hir)k that at all events a part of Government's efforts 
ahould be direeted to iudueing other people to do a part of the work themselvts? Co- 
operation ihf*oretiealIy is not Government’s duty. Of course Government has gut to do 
a certain amount but you would not expeet (h>vernnumt (o do the whole? — Not the wlujle, 
certainly ?to(. But GovernmeiJl 's help js nccesKaiy. 

Ib Governirient’b pocket equally necessary? — Certainly. Also there shcmld bo one 
or t.wci officials in the co-opera I societies. There is a majority of nun-offieials at 
Aligarli. 

The question is vvlictlicr Go\ ciiimeni s intervention should he larger than what it 
IS at present? — Govornruent supervision is necessary. 

Ill this note you have dislineily run down the moneyleiulcr. You have not actually 
fiated that they are blood-suckers, but that is wdiat it comes to. Don’t you think that a 
great deal of his indebtedness and his |KM>r economic condition is due to the cultivator 
himself? — It is his fault. 

Mr. Sail : He is not thrifty? 

The (Siairmnn : Another thing is that he is illiterate? — Yes. 

He is not thrifty in this sense, lh«'. ui l»ar\-es( he never thinks of the future. He 
is not wise too. 

To put it plainly, he docs not kn(»w ilu' value of money? — Y*es. 

That surely aeeounts in part f(»r the heavy weight of debt and it also accounts for 
high rates of interest. The moneylender kimws that ho is not going to get hack his 
principal and charges a high rate of interest. 

Mr. Sail : Sup^Kise you lend him Rs. 10 and that you know that you w'ill not g^t 
back that money. You will charge ICK) per cent, as you do not expect to get batik your 
principal? — Y^’es. I discussed that point with a mahajan and he said that he should get 
some interest on the money he invests. I know of a case in which Rs. 200 were 
ad%^anced as a loan and although Rs. 700 were paid, still Rs. 300 remained unpaid. 

For how many years did tlie loan remain unpaid? — For five or six years. 

The Chairman : I think it is fair to say that the high rate of interest whicli the 

moneylender charges is partly due to the fact that he has got very little chance of 

receiving hi.s principal hack? — Yes. Tl ere is anotlier ease which T discussed with a 

moneylender. He said that after T2 years lie got Rs, 5,000 only. The original loan 
Wft8 for Rs. 4,000 Imt it has gone up to Rs. 30.000. But he got Rs. 6,000 wwth of 
proiwrty. 

Mr. Soh ; He got Rs. 1,000 interest in T2 years for Rs. 4,000. B works out 

at 2 per cent. j>er annum simple interest. 

The Wilncsft : T know a case in w hich u moneylender .advanced money to a tenant. 
The money vvas not paid and the document was renewod in which it was not mentioned 
how mucli monev was for the old debt. He did not pay the money and his crops were 
taken. He owed money to the cf»-op<‘rative .society also and then there wras a great deal 
of dispu tef about crops. 

The Cfiairmati : You talk of accounts not being clear. Well that, of course, cannot 
be very largely the fault of the tenant. He is not a literation individual to undearstand. 
Apart from that, I should imagine that there are manv cases in which mahajans are 
good enough to make it clear. -^(Witness) Yes. 

fThe Chairman thanked the wutness, who withdrew.) 

♦Note on banks and co-operation — see pages 131-2. 

Mr. a. D. Banbrji. 
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Mr. GYAN NATH RAINA, M.A., B.So., SutHUytoloMl Officer, 

Part&bgarh. 

Replies lo the queBiionDAlN. 

1. — AqKICULTUKAL CilKDlT AND rKKDIT l-AOlLlTlKrt. 

Pari A . — Agricultural borrowing for purpose^f of productionM. 

QueHion 1. — The agriciilturiBt borroww generuUy from village moneylenders, and at 
tiiuea from Government and co-operative societies. 

He borrows for all the purposes rnentiotuHi in the questionnaire, except for manure, 
and, in rare cases, for building of tanks. 

Two-thirds of the debt is due to marriage and funeral ex()eDsea, one-aixth to the 
purchase of agricultural stock, and one-eighth to doinesti** eNj>enseM and payments of rents, 
etc. (vide rent-rate report). 

He borrows tbrea* fourths from village moneylenders and one-fourth from Govern- 
ment and co-operative swieties. Three-fourths of the debt is incurreil in cash* and one- 
fourth in kind, and the division between short and long |w^rif>d« is the same, via., three- 
fourths and one-fourth reHj>ectively. 

Question 2. — The rate of intert^t for cash advances is 12 per cent, to 86 per oentr 
per annum, 

For loans in kind for scchI, and for other loans in kind, 60 per cent, to 86 per cent, 
advanced i« taken as interest : this is for six months. 

Generally simple interest is cdiargwl : only in rare cases is ('(>mt>ound interest taken. 

The rate of interest is very exorbitant . 

In some cases lM>rTowerH have to labour without wages with the hope of gaining his 
moneylender « favour. 

Question 8. -No security is offtyred for seed, but for cash loans the land is eitlicTr 
mortgaged or ornaments fire placed as security. 

It is corre-'t to say that the better the title to land the greater the amonnt of 
indebtedness. 

The amount of debt secured on land mortgage is inercasintg. The number of 
siwured debts is greater than unsecured. 

Question 4. —The uaunl method of enforcing payment of debt from agriculturists 
is by 6Iing suits in court. 

There is no difference between the rate at wbieli the cultivator Ikittows grain or 
repays it and the prevailing market rale, which be can ascertain by going to the market. 

Question 5. — The culfivahir lakes full advantage of the taqavi system. In abnormal 
years b ' takes 50 timcH ns much taqavi as be di>«*n in normal years, Tliero is no defect in 
the present iaqavt ayslem. 

Part B. Agricultural borrowing for purposen of marketing, 

Questiim 8. — Cultivators marketing their crops have generally to pay for weighing 
labour to bnzar hanias. Such charges are only for the weighing of grain. 

Question i. — Grain is stored in kothis {bakhars) and in underground colls. No irii- 
provemont is practicable at present. Tn markets grain is stored in sacks only. 

Pari C. — Extent and nature of agricultural indebtedness. 

Question 1. — Tenants of pargana Partabgarh. — Beven-tenths are solvent, one-6fth 
are moderately involved in debt, one-tenth are badly indebted. 

Pargana Atena. — Seventy-six |K?r cent, are solvent, 7 per cent, moderately indebted, 
6 per cent, indebted to the extent of one to two years’ rent, 10 per cent, heavily indebted 
(vide rent- rata report). 

Those debts are all secured on land mortgage registered deeds. 

Question 2. — The principal creditors of the agriculturists are village moneylendera 
and grain dealers. To some extent richer tenants lend to tlje poorer. 

Question 4.— Beventy-five per cent, of the land-owning classes in the tahsil are lf» 

debt. 

Quesiian 6. — ^Tlie special causes for the indebtedness of these classes are liiigaiioit 
(95 per cent.) and extravagance (75 per cent.) in marriage expenses, etc. 

Question 6. — ^Tbe land-owning classes pay aoitlewhat less than the rate prevalent 
among other classes. — often from banks at bank rates. 


Mm. Gvaw Nath RAmA. 
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Hr. RAJ BAHADUR, retired Deputy Collector, Muttn. 

RefillM to the quotiionnoire. 


1. — Agiucultural credit and ckbdit facilities. 

Pari A. — Agricultural borrowing for purposes of production. 

Question 1. — The cultivator borrows generally from village moneylenders and very 
littlo from co-operative societies in places where there are Hub-eommitteeH, and in the time 
of distress in the shape of taqavi from Government. 

Tile purposes for which lie borrows, the lending agencies and the pro[x>rtiori in 
which the debt is divided belwcH-n theMC agencies arc given below — 


J^urpose. 


Lending agency. Proportion of debt. 


Kepayment of oa rlier debts . . 'j 

Payment of accumulated interest .. I 
Marriage and other social functions •• | 

Sixpences of cultivation .. ^ Village moneylenders 75 percent. 

Litigation 

Purchase of plough oc other cattle 
fiubsistonco .. .. J 

Famine and other kinds cf distress ^ 

Seed .... I 

Purchase of plough or other cattle y Government (taqavi) 15 per cent, 

Sinking of wolU 

Other agricultural improvements 

Payment of laud revenue or rent Co-operative Societies 10 percent, 


The agriculturist borrows money at the time of famine or distress for expenses of 
cultivation, seed, etc.; very few borrow lor litigation. TIu* temintry is lazy in this 
district and hence devote v(‘ry little attention towards improvements, etc. 

Of the debt 30 per cent, is incurred in grain and 70 per cent, in cash. 

Grain debts are generally for a short ]>eriod. while thofte in cash arc mostly for 
long periods. 

Question 2. — The rates of interest fi^r cash advances are Bs. 2 to i per cent, per 
mensem. 

For loans in kind for seed, 25 per cent, of the original debt after six months ; and 
for other loans in kind, 1 to 2 per cent, when any ornament is pledged. 

Simple interest is charged for first six months or till tlie onttiirn of the next or 
standing crop; after that eoniponml interest is charged. In eases of urgency, something 
is charged further. 

Mostly tlie rate of interest in unbearable. 

Question 3. — In case of issuing grain, generally nothing as direct security is taken. 
The crops are the direct security ; oth<T large sums are taken on land mortgage, and 
Bomotimes small loans on security of ornaments. 

It is correct to say that the better the title to land the greater the amount of 
indebtedneBs. Occupancy tenants are somewhat better than the tenants-at-will. Petty 
landlords are of course m worse condition, comparatively. 

The amount of debt secured on land mortgage is increasing. 

Question 4. — The usual inetluHl of enforcing payment of debt from agriculturists 
is first by attachment of movtiable pn^perty and next of immoveable property. 

There is a difference of abo\i1 two annas per rupee between the rate the cultivator 
borrows grain or repays it and the prevailing rale, though he can ahvays ascertain 
fhe latter from lirother cultivators who come to market for shopping. 

Question 6.-~The cuitivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. This is dne to his 
taamess. 


Me Raj Bahadur. 
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Taqavi iu abnormal .vcar^ is moKtly requiretl for aj?»Kulimal |Hir|H)scs, In oitiinarv 
years the villagers make up their requirements from Kuins, rtv 

The only defect in the fa</<iri hvftteins i« that a viHajitT \Mt!\ g^HHl aiHurjty i^anUot 
have a loan for hie requirements other than for ft^nouliuu'. 

(fuestwn 7. — The jiresent eystem of agrnnliural bom^wnijr can uiil> he uiiprovtxl if 
regular taqavt is distributed and a si-parate staff mamtuiiust to make ompuncs, eh'., to 
keep everything under proptr coni ml. 

Pori P . — itjncuitural horrotethtj for pi<r/;c>fN (*f warhiiing. 

Question 1 — The principal imps arv' hmughl lu iiurKit mostly tbrougli llic iq.,M 
cuUiinstH ihentsoUes and rarel) In leading giain dealeis. 

The methods of iiiarkeliug Mir\ .ictordiug as the i m]» is one maml) hms:! foi 

dointstie consumplion, or one mainl\ sold in the Jnnijn*i 

Qucfitwn ~ Mono} to hnanec the marketing of ero)»s is obtitnunl inostly from 

IcK-al gram men haiits. In i ases of lug iiansaetions it is oluained from hanks where 

they oxiHt or eNjs-rltng Innis. 'I'hen* are no fivid lernis flu* terms are MCltled in 

each case. 

Tic'ie un ii (oopcianvt' -ikkiios, Inii I ihtnk tlH\ do not cssisl the marketmg of 
crops. Jt would i)c pioliluhle loi llu pailies if t)io\ ooi sn. 

Qiicsnoit - in tii* nuifk''ting «1 iiop- ditre.-enl ugi'iu les, ns prnelieablo or avail 
able, are emploveil at whateser i.ms are -eltled 'IM.i' ehaigis vary with diffi’ieut 
crops. Then* art sou (' p tt\ mi id ntal i luirgcs lowaids iihgions ehanlies or contnhntion 
towards temple niomding to one - latih. 

Question 1. — ( h' .ng t«* tlu prevailing high rates ot i ominodiUcH, the pijietlee oi 
husmoHS of Hlormg giain m murkits w deelmmg to a i oiisidenihle extent 

In markets gram is Kiored in juikLa htjildmgs {lotko.s). 

Question 5 — 'rim .' i'omths of thi‘ gram niojed in Luffios and mu' hanih m hunk 
godowns whire there are sjh h godovvns are used as '.(suntv for ohlamiiig indit. 

Question 0 — 7'he system of ii(*ns»*d warehouses e, n he worked out, lien* with the 
help of (lovernmcnt oidy 

Question 7, - In some < ast s (iiltivrtiors erwnhine logeiher to market paitnidai emps, 
6ueh toiiihinatjons aie ratelv j)ra< tieable 

y^jrf i — Eutent ami nature of agruuftnral tudebiedui 

Question 1 As far as lould h, Known 05 per < cut of the agi icultiirril i laHaea ate 
in debt. O'hiH due to i5uecessive failures of crops in this district. O'fit' high ^^n1 rate on 
Jiceount of cofn|K*t!lion is aUo n^jHin-ihh* for Hindi h wtaie to Home e\t<'iit 

All big transactions are secured liy registered dei'ds , small ones ai. imregiHtered. 
Hmall debts are incurred on ornaments and Hecunty of erops. 

I think that of the amount of debt 50 pei lent. is incurred on eropw, ‘25 per rent, 
on ornainenta, and 10 or 15 per unt. otherwme. 

Question 2. -I’he principal erwlitors nf the agneultiiristH are mostly village inoruyv 
lenders or gra»n dealers The richer agrieulturiHl lenda to the poorer from 5 to 10 ]iei 
mt. 

Question 3. — Ah the result of the t-iiforced fiayimuit ot debt, lands and the rights 
in land are passing from the jsissession of fss'ph' who are efficient farmers into the 
hands of {people who are not thcniit,dver. efficient fanners. It causes the cultivator to 
produce lesB or less efficiently. 

Qu^stwn 4. — Petty landowr ’*«, other than those wlio are ali 4 o ngriculturisU, are 
mostly in debt. 

Question 5. — The apparent cause may be suetissive failures of crops in this district. 

Question 6. — The rate interest paid by tin land owning classes h ahnormally in- 
ereasing. 

ifR. Raj Bahadi7]i. 
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Past — Credit facilities in respect of agricultural production and marketing • 

Question 1. — ^The existing credit facilities being limited are not adequate or easily 
available. 

I think the abnormal rate of interest charged by lfK*<al moneylenders (the available 
source of agricultural credit) is the chief defect. It can be remedi^ by establishment of 
branches of banks or other societies. 

Question 3. — There is no co-ordination among the varic>u8 credit agencies. There 
is scope for improvement in this direction. 

Question 6. — No estimate of the total amount of capital required for agricultural 
huance seems practicable. In a. district like Muttra, where failure of crops and drought 
are recurring, the amount of required capital must be fluctuating, based on the prospecta 
of the crops. 

Part E, — Land mortgage banks. 

Question 1. — Loans for long periods are obtainable by landlords cent, per cent, at 
times of prosperity, but rarely in the case of tenants. 

Question 2. — Long period loans are available on security of landed property only. 

Question 3. — Non transferability in the case of tenants acts as an impediment to 
long-term credit and increases tJie rate of interest. 

Question 4. — The occupancy right very seldom serves as an adequate security for 
long-term credit. 

Question 6. — The establishment of a land mortgage bank would solve the problem 
of long-term advances to a great extent. 

Question 6. — Only one such bank, established in different quarters, according 
to the requirements of the locality, will do. The rate of interest for small or big tran- 
sactions must be easy. 

To ggiu popularity the Government guarantee, in lieu of the bank having ita 
own share capilal, will be welcomed. 

In the management of (lie bank there must be a voice of share holders under the 
presidency of the Government. 

The maximum period of the loans advanced by a laud mortgage bank should be, 
say, 20 years. 

I think tlial the share capital of land mortgage from debentures will be preferable 
to other sources. 

Debentures sliould carry a government guarantee for both principal and interest. 

If debentures are not taken up by the public w'ithin a certain time, Government 
should take up the balance. 

Issue of certificates of encumbrances by the registration office should be free. 

A reduction or abolition of stamp duty will be a generosity of the Government 
and it will bo a sort of aid to poor borrowers. 

A notification of profwsed mortgages will be essential. 

Simplification of the process of foreclosure and sale in tlie event of non-payment. 

•I’ower to manage defaulting estates. 

Question 7. — A standard of the value of land based on the rent-rate will have to be- 
fixed by any authority for a tract, locality or sub-division. 

The value of land per acre differs mostly on the income or profit derived from the 
land. Sometimes gcxKl prices are offered in sales by government auction for non-pay- 
ment of revenue and on a court decree. The cause of the difference is apparently publicity 
of sale and collection of bidders. 


Part F. — Co-operation, 

Question 1. — The relations that- exist betw'eeu the co-operative banks and other 
banks, exchiding indigenous banka, is fair. 

There is competition — more or leas — betw-een the co-operative banka ai;td the joint* 
Itock banks. 

Question 2. — I do not think that co-operative societies have any special difficultte*- 
in raising either short, or long-term capital. 

Mr. Raj Bahadur. 
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QuMtion 4. — It 13 poaeibie to Btimuiate the growth of the cx>‘Operatiye movomeui 
hj financial concesaiona, and such action ig degirabie. 

Question 5. — ^Tho estabiighment of the provincial co-ojwrative bank would ati- 
inalat« the coopexative movement. 

Part G . — Small industries alUed to agnculture. 

Question 1. — Thera are some yurmaking, txUtou ginning and hand-Hpinning i^dus 
tries in this district. There are also some cloth-printing industries here. 

Question 2 , — I think they are all declining, except only cloth -printing which is 
flonriahing (o some extent. 

Part /. — Internal remittance atui negotiable tnstrumenU. 

Question 5. — ^The issue of travellers ’ letters of cr<>dit hv the |H>st oftico will be a. 
great boon. 


Mm. Baj BaKamm. 
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Thakur RAM RUP SINGH, B.A., Sub-Divisional Officer, 

Ghazipur tahsil. 


Replies to the questionnaire. 


1. — Ac.ith i:j/i tJ{AL t and cki.dit i A( ii.!Tif;s. 


Part A. — A (jriiultvral borrowtng jor purposeji of prodririiau . 


Question I. — TJu- agriculturists borrow from (a) Governiiient as iaqavt under Acts 
XII and XIX, (6) from co-ofierative societies restricted to its inenibcrs only, {c} from 
villag[e MioueyienderK mosMy, and (d) from eiiy mahajans when iug amountK are 

required. 

He boirtiWH for — 


(i) Kepayment of l arlier debts 
rnt ‘'iyrrent of n^cnmubitcd interrr:t 

(iii) Marriage and other social functions 

(iv) Famine and otlier kinds of distress 

(v) I’ayment of land revenue or lent 

(vi) Seed 

(vii) Manure 

(viii) FixpcnacH of eultivation 

(ix) Agricultural implemenlH 
(xj Lit igation 

(xi) IhirchaHe of plough or otluT cattle 

(xii) Sinking of wells 
(xiii) Sijl)siKt('nee 


2 per cent. 

1 

40 

1 ,, 

1 

1 

1 M 

‘22 ,, 

10 

1 

30 .. 


The dehl is distributed as follows: GovtTnineni 10 ]>er cent., eo-opoiai i\'(' so<*i<dio8 
6 i>er cent., village moneylenders 70 per cent., city mahajanfi 35 per cent. 

Of tlie debt 05 per cent, is incurred in cash and 5 per cent, in grain. 

Eighty ])er cent, of the debt is incurred for long and 20 per cent, for short perimls. 

Question 2. — The rate of interest is between 0 and 21 per cent, per annum for 
casli advances, for loans in kind for seed, 25 per cent., and for rdlier h)ans in kind, 12 
per cent. 

The rate of interest is ealoulated at simple interest ; very seldom compound. 

I<\>r smaller ilebts and from very needy borrowers the rales of interest charged 
are exorbitant. 


Question d.— The kinds of security usually given and accepted are landed property, 
house property and ornaments. 

It is <orree1 to say that tlie better tbe title to land tlie greater the amount of 
indebtedness. 

The comparalive <‘\tent of the indebtedness is: big landlords about 70 ]>er cent., 
fimaller 50 per cent., tenants 80 per cent. 

The innount <if debt secured on laiid mortgage is increasing. Tt is about 50 
per cent, compared with unseiuired debt or debt otherwise secured. 

Question 4. — The usual methods of enforcing payment of debt from agriculturists 
are through the courts, attachment of crops on the threshing floor, through panchayats 
and service. 

There is no difference between the rate at which the cultivator borrows grain or 
repays it ai.d the prevailing rate. He can ascertain tlie prevaijing rate through the 
hania only. 

Question 5. — Only a few small agriculturists take taqavi. 

Tliey get only small sunus which they can easily borrow^ in the village. In coming 
to court they have to meet Uie exptmses of the journey and to pay tips to smaller officials. 

Luring the last abnormal year three times more taqavi was advanced than in 4 
normal year. 

Vh.akur Ram Hup Sinoh. 
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Question 6. — 1 know of no iusUncoc^ whm' i ultivators ooinbuuMl together ii> priKiuov^ 
jpariicular crops, but such a c't^mbin&iiou is desirable. 

Question 7. — The defect in the present svstem of agricuhural bt>rrtnving is that 
the rates of interest are high. More money should be made avK liable (i) by spread of 
co>Oi>erative societies, (ii> through taqari, and uii) hv starting land niortgag»' banks. 

Part 8, — Aijncultural borrowing for pMrpovf.v of nwrlictimj. 

Question 1. — The principal crops are bnnight to market bv bulhHk carts, ruilNvay, 
boats and pack animals. 

Crops mainly sold in the market, like mustard and rape sciHl, are g<‘iu?rally taken 
to big godowns for being expfirted. The irops for domestic consumpti^^a ore gej^'rally 
sold in nearer markets. 

Qtie^tton 2. — To finance the marketing of erops numey is tibtnined from grain mer 
chants and exporting firms. They generally purchase through tluur agents. 

Question 4. — The cultivator stores his groin m uiuicrgromul cidls and in r<H»iiiK. 
The rats eat much of tlie grain. No improvement is possilde. Only some nit killing medi- 
cine may do aoine g<H>d. In the market grain is sh»re<l in gunny hags. 

(^ui sfion 5. - Gr nn stored in the* market is usimI as security hr ofitainiiig credit. 

Que^tton — The sy.stem of vveighment in ihe morkids is not sal isfactory. The 
banias who oeigh play many triiks in weighing g<H»ds. Some control may be kept over 
the persons olio weigh by issuing some luence. etc. 

Part hi. — Ijund nwrttjfigf 

Question (.--Ninety pt t cent, of ilie loans by zaniindars and nearly cent |ht cent, 
by tenants are <thtaiuahle for long (H'riods. Gnly in a few cuses (he zainindarin go oul 
of the district for loans. 

Question ‘2, — Ijong jieriod atlvances are jiMiilahle on tiu' seiiirity of hind. 

The »aie of intereHl is higii and the -uin aceumulates, so that, it hecofnes difiicult 

to pay it. 

Questiofi ii. — (lenerally long term loans are not given to (enanfs with cs'cnpaney 
and otlier rights whi<*h are non iransfcrahle liecause the zafniudar can take lh(‘ tenancy 
m <ase t!»c tenant dies or he lan be eje*'(ed in other ways. 

Question 5 — The estanlishment of land mortgage banks will be very useful, 

Qii tiion (> 'riiere should be two sucb hanks, one I'enfirimg its hu.siness to farmers 

and .small land-fovners and the other to the hig land owners. Tluu'e phonid Ik* co-operation 
Iretwcen the two. 

There should be u government guarantee m lieu of the bank baviiig sbare capital 
of its own, otherwise the public will have no ( onfidcmc. T am unable to cHlimate th- 
amount of the guarantee. 

The share capital should be available for .Huhscri[ition to all. No use restricting 
it to the zamindar class only. 

If the share capital is not taken up by the public, the (loverriment hIiouM undertake 
the obligation of subscribing the balance. 

Question 7. — At present for land actpiisition the viiluc is calculattsl at 20 timea the 
pn>fitR from the land. But this is really less than the a<tual value of the land in the 
market. 

Borne typical examples of sale and mortgage may be taken f<ir calculating tin* 
value of land. 

The basis on which the value of different kinds of land is calculated is to taka 
the rent as the interest and find out the principal on which it can be earned as infereat. 
The rate of interest for such cal Nation is it or 4 per cent. 

The factors affecting such value are — 

(i) Nearness to ifie village, 
fii) Proximity to some river or well. 

(iii) Nearness to the road or railway slaiion. 

(iv) Shade of trees. 

Thakub Ram Rttp Binor. 
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Sometimes in the v&tm of land obtained by sale on a eourt decree or by private negotia* 
>tioii the price offered goes very high if the bidders are available and the land be good, or, 
if the bidder is a zamindar in the same patii or niahal in which the land lies, he will bid 
as high as possible for not allowing any outsider to take the land. 

Land from which a net yield of Rs. 30 can he got is sold for Rs. 600 to 800. I 
think 30 times the rent will be the proper value. 

* Part G. — Small induHries allied to agriculture. 

There are subsidiary industries of f/ur-making, sugar refining, hand-spinning 
(lower growing. More capital and specialization can inprove these industries a great deal. 
Hand-spinning is ffaid to bo one of the industries that can occupy the farmer in the off- 
season, but it is so tedious that it doe** not appeal to many. 


I'SAai'K Ram Hoi Hinoji 
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Bafyld MUHAMMAD AHMAD, B.A., Sab-Divisional Olliow, 
Firozabad-Etmadput), district Agra. 


Replies to the questJonnalre. 


I. — AoRioii>.'ruRAL ciunDit and i;ai:Di'r facilities. 

Part A. — Agricultural borrowing for purposes of production. 


Qu€$iion 1. — In those places where there are cn-opcrative Bocieties tenants, who arc 
members of these Qpcieties, borrow from the BiKictics, and other agriculturists borrow 
from village moneylenders. 

In tahsils Etmadpur and Firozabad they bormw htr all f>iir[x>rteM .save for building of 

tanks. 

It 18 very difhcult to mention ilu* j-rojxirt ion of del)l for the purponCH hw' which 
they borrow, but the borrowing fn in i < -» perativc ntx-ietics jh mostly confined to agricul- 
tural improvements, and loans for mar'iago and o^ber KiK-ia! functions and for litigation 
are very seldom given, while the village money lenders give loans for all purposes. 

In those villages wljcre there arc <‘o open: live societies the proportion of debt ;s 
about 60 per cent, from scK'ieties and 50 p*!r c<nt. from village riuincyleMders, while in 
villages where there are no s^xieties 100 fw-r eent. of the loan in suppluMl by village 

moneylenders. 

From societies loans are given in 

From village moneylenders more than 75 per cent, is a»ivanccd in grain and 
less than 25 per eent. in cash. 

Grain debt is generally for one harvest (short period of 6 months) 


* Question 2. — h’or casli luh anecrt co operative HiK'n lies < barge Ke. J l-O per month 
per hundred, 15 per cent. Village moneylenders eliarge 2t jior cent, or Its. 2 per 

month fH)r cent, generrlly. 

For loans in kind for seed, village rnoncylcndcrR charge, sawai^ namely, 11 niaund for 
1 luaund, for a perif d of six rnontlis at lea.st. and in Home places IJ, vjz., devhra. 

Village moiu^y lenders < h:irg«' ctunjxujnd interest generally. Their methml of cab 
eulating interest on grain loiin.s is very peculiar. The> give grain at tins time of neul 
at the rate less than the market late. and when they u.Uo the seed back Iboy lake some 
thing more :ban tlie market rate, as, for inslanee, a tenant wants 1 inaumf of wheat in 
October foi sec;!. Market value for I inaimd of wh# 3 nt is Hs. (\ (6 seesrs II (diataks). 
They estimate it at Us. G B-0 for harvest time. The wheat rate is 8 seern in the mar- 
ket. They charge it 8 Peers 4 rhataks or alKuit it. of Uh. (V8 (> i« erpial to 

Rs. 8-2-0. They take 07 seera of wheat, viz., 1 maund 27 Rcors, and if this amount 

*s not pa.d they will charge 24 per cent, up to the next harvest . 

The rates of interest of village moneylenders arc exorbitant. 

There are no incidental charges save weighing dues when gr.dn is taken and 
repaid. 


Question 8.— Tn the case of iKirrowing for agriciiltnrfil purposes generally no security 
w taken except a simple bond from bona fide tenants. The other securitieH are of land 
mortgage in case of loans to tamindars and standing crops of tenants. In some cases 
ornaments arc mortgaged, but rarely for the purpose of agricultural loans, 
indobtedneaf the title to land tb^ greater the amount of 

Ninety-eight per cent, of landlords and 95 per cent, of the tenants are indebted 

mortgage has greatly increased, but the new Tenancy Act is not 
further encouraging the moneylender to lend money on land mortgage. 

4.— The uBoa! mt ‘.od of eoforcinu payment of debt from oirricuUuriHtB 
•re le^ in the cm of tenant b ana sale of property in the case of land rnortaaire. 
«rK».T!!* than the market rate m given and more is taken than the market rate 
Tbete ai» no m^a by which the ciiltrr*'or can ascertain the exact market rate snv.1 
«D market day. in ullage, when weekly or bi-weekly haU are held 
Aaito MuRAmiAD Ahmad. 
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Qtu'.Htion r».~ 'I'lif c'utiivatoi docs not take full advantage of llie facilities provided, 
toy tiic AgriculturistH Jioaiis Act and the Land Improvement Act. 

He is afraid of taking loans from the (fovernment, and governme?it loans also are 
not sufheient. to incci the dimoind. 

In abnormal years tlie cultivator borrows to the extent of his upkeep as he has got 
no money with him in those y^ais, and the village rnnneylcnder is always short of money 
in famine times. 

Queiition 7. — The lerumis slnnild he saved from the clutches of the village moneys 
lendors who charge e.xorbitanl rales of interest. The remedies should be (i) opening of 
Government co-oper.ative societies, (ii) passing of legislation to limit the rate of interest, 
or at least the accumulation of interest up to a certain extent, (iii) passing of legislation 
to enlist village moneyleiideis who should be legally bound to keep regular accounts 
which should be periodically checked by government agencies. 

Part D.-~ Credit facilities in respect of agricultural production and marketing. 

Question I. — In this district only co*operativt; banks and village moneylenders and^ 
to a very sinall extent, the grain dealers lake part in providing Hgri<*nlturi8ts with loans. 
Government hariks and the Imperial Bank of India, etc., lake no part.. 

The (‘xisting credit facilities are not adequate. Co-operative societies should be 
ofienct. in large riurnljers. Hut these societies must not be in tlie hands of village nioney- 
lerulers or (lisljoneHt zamindars. At present and for some time to cctrne they must be 
manag(^d and supervised by government .servants and tried honest zamindars. 

There are, many defects in tlio existing system of agricultural ciedit — (i) exorbitant 
rale of interest < harged Ijy village nioncvhmders ; (ii) ignorarKM* of the lenant.s to under- 
stand their accounts; (iii) no h'gislation for moneylenders to ketp regular accounts: (iv) no 
legislaiinn for usurious rate.s of interest; (v) the unsympathetic nttiiude of the civil court 
ofilcials towards the debtors; and (vi) co-operative societies being in had hands. 

Remedies can be — (i) co-operative soeidies must be in the hands of government 
officials or honest persona — no member (U* official of the society sliould be allowed to 
have his private moneylcnding with the members of tlu*. societies, and (ii) there must beT 
legislation for the rate of intere.st and niaintnining of regular accounts by moneylenders. 

Part FI. — Land mortgage hanks. 

Question 1. - Tn the ease of landlords long period loans are always iivailaldc. 

In the case of 'teruint.s, jiermanent and fixed-rate tenants also are. in a position 
to obtain long-period loans, but in the case of other tenants, only occupancy tenants get 
loans for a por^vl of five years up to the time they are legally entitled to lease out 
their holdings. 

Question ‘2. — Long-period loans are given on land .security. The difficulty of the 
long-period borrowers is that the interest is accumulated and they generally lose their 
projicrty in tlie long run. 

Question tl. — Non-transferability in the case of tenants acts as nn impediment to 
long term credit, and increases the rate of interest. 

Question 4. — The oecupaney right serves as an adequate security for only five \Tan* 
up to the period they are entitled to lease out their laud. 

I do not suggest any modification of the law, for, if the tenants are allowed to 
mortgage their land, it will be bad for them and the coming generation. 

Question 5. — The establishment of land mortgage banks would to a large extent 
solve the problem of long-term advances in the province. 

Question 6. — In my opinion there should be two such banks, one for farmers and 
small zamindars and the other for big landholders. 

The connexion betw^een these two banks should be their managing' directors, of 
wdiom one sbonld be the bend. 

The land mortgage bank should have its own capital raised by shares. It must be, 
a good amount for each province. There should be at. least a capital of on© crore- 

The share capital should be available for subscription to the 'Government. 

The management should l>e semi-official and there mnst.be an official audit* Gov- 
ernment must have a strong hand in the management hoard. 

Baitit) Muhammap Aricad. 
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I think not more than 20 yearn Hbuuid tn^ the mnxtnuiin }>eri(H< of the loana adi* 
vanced by a land mortgage bank, m that intercut and the amount equal to the inWretl 
towards principal be paid annually, namely, in t»tlier words, at each harvest an amount 
equal to the interest for the whole year be rr 4 Jizea. 

Land mortgage banks ahould obtain their working capital from (i) de|xm)ts, (ii) 
debentures, and (iii) a central institution. 

Debentures should carry a goveriiiuenj guarantee for Udh principal ami interest . 

If debentures are not taken up by the public within a certain time, Government 
should take up the balance. 

Que^tton 7. — The value of land should be calculaitHl at IT) or 20 times the net 

profit 8. 

The value of land per acre is affected by irrigation mostly, the Niiuaiioii of the 
villages near towns and the prtKiuctive capacity of the linuL 

There is hardly any difference between the prices of land, hut generally sales by 
private negotiation^^ bring good prices, the reason l>eing thiit sah's hy Government are 
under compulsion ami at times pimdiascrs are not availahlc, u liih* in privati* sales there 
is always a demand. 

The proportion of the annual net yield of average quality to its market value under 
normal conditions differs in different hx'alities. In Muttra distriet and tahsil Kiraoti- 
Kheragarb tlu* value of the land is at the rate of Rs. 0 per huridnnl, viz,, the land yield- 
ing an iiurome of Rs. 6 annually would fetcli a price of Rs. 1(X). In other tahsila of 
Agra, specially Firozabad and Etrnadpiir, the value before the piiHRiug of the Agra Ten* 
ancy Act was Ra. 3 |>er 100, but now it is Rs. 4 or Rs. 4} per 100. 


Baitid Muhammad Ahmad. 
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Mina WALI BAKHT, B.A., Sab-Divisional Officer, A^ta. 


Rapiiet to the quettfonnaire. 


1. — Agricultural credit Airo credit facilitiks. 

Pari A. — Agricultural borrowing for purposes of production. 


Question 1. — The agriculturist’s sources of borrowing are — 

(i) Village moneylenders, 

(li) Co-operative societies. 

(iii) Government in the form of tagavi. 

He generslly borrows for all the purj^oses mentioned in the questionnaire, except 
for manure and building of tanks. 

It is not easy to give any figure or the exact proportion of the><lebt for viiricus 
pui^ises, but mostly it is taken for the following purposes, riz.. marriage and other 
social functions, famine and other kinds of distress, payment of land revenue or rent, 
And subsistence. 

Unde- normal circumstances about three-fifths of the loans are from village money- 
lenders, one-fifth from Government, and one-fifth from co-operative scHieties. 

About half of the debt is incurred in cash and half in grain. 

At least tlie whole deVit in the shape of grain is for short periods, except in years 
of distre'SH and scarcity. Cash debts are also mostly for short periods, except big sums such 
OB those taken for marriage ceremonies, sinking of wells or for prolonged litigation. 

Question 2. — The rate of interest varies from Rt‘. 1 to Rs. 3 per |i|i|red per infuiih. 
The village moneylender is usually guided by the necessity and jyositfWif the borro^^e^ 
in charging a lower or higher rate. 

hor loans in kind the borrower has to pay one- fourth more of what he borrowed. 
This payment in kind has to be made at the close of the liarvest, failing which he :s 
liable to some penalty according to local custom. 

Usually the interest is charged and compounded six-rnonthly, but sometimes it 
is even charged quarterly, and in exceptional cases t^ionthly too. In default of payment 
the borrower lias sometimes to pay something as fine over and above the ordinarv rate 
of interest for his non-payment at the fixed time. 

The rates of interest certainly are exorbitant without the least doubt. 

Sometimes the poor borrower has to pay out of the loan granted or at the time 
of its repayment a rupee or two for some charitable work as gaasushala , dharamshala or 
religious fair or activity in which the moneylender is interested. 


Question 3. — The following are generally accepted as security : — 

(i) land mortgage, (ii) standing crops, (iii) ornaments. 

Tt is correct to say that the Ix'iter the title to land the greater the amount of 
indebtedness. 

The debt secured on land mortgage is increasing. Tlie debt unsecured or serunxl 
otherwise la for small amounts only and generally with tenants. Big debts and of 
xnmtnaars are generally securwi on land mortgages. 


Question 4.-^The moneylender usually tries first to realize his debt through his men 
by force, failing which device he seeks the help of the courts. 

i-k iDonevlender usually gives one seer less and takes bac'k one seer more per rupee 

than the prevailing market rate. The borrower is pressed by his necessity and cares little 
to ascertain the prevailing rate. Moreover, be has little means to know the prevailing rate. 


QuesUon 5.--~Advance8 under the Agriculturists Loans Act are seldom made except 
in years of scarcity and famine. Advances under the Land Improvement Act are made 
they are attended with such formal intricacies of enquiry and security, 
And take so long a time, that the f griculturist does not have recourse to it at the first in- 
sometimes the allotment falls mwh short of the number of applications* 
The tenants are also ignorant of the ways of how to apply for and secure such leans 
Hirza Wali Bakht. * 
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In abnoruifti year* the demand for loans tncreaM'a, and the hohra stops lradm(.f or 
is himself exhausted, and hence taqan is more freely hornnved, hut in year# of such 
ecarciiy the government altiitment f-iils short of the demand. 

The present system of taqapt like any other has Home tlt’IV‘<lK. Pot H’ art ^ should as 
far as ^Kmsihle he eliminated fr\>in the enquiry, and luiKdi of the dehvt in being removtni 
hy the dase and strict sufiervision of the tahsildars and the suh divisional otVieeiH. 1 am 
afraid distrihution through eoo|)erativt Micieties or hig landowners WDnld have mi lesser 
■evils. The Hystein of enquiry may nimi l>e more sitnpiifK'd, and it would U* a great im- 
provement if S4>me agency is creattMl for the educHtioii of the tenantry who Hhould know 
how to Mvnre such loans easily. The ignf»raiice of the tenantry in this diretlion is a great 
handicap and the n>ot cause 1 think of immt of the evils. One suggestion 1 wmild make 
is to distribute f^quri for smi thnmgh the Agrieultural <lepartmen( and in the form if 
tteed only and not ciish. 

Quf^sttori (i. - It is sometimes, thmigh only very Heldom, that tenants eomhiue logeiiier 
tt> priKhii'c |)articular crops, or., ^itgarcanc. Such i‘onihmation is desirable hut require* 
aorne training of the advantages of j(»int cultivation, division of lahour. ele., before this 
system is possible to come into vogue. 

Quexfwn 7. — The present Hystem of agricultural horrtiwing is very defective indeed. Tha 
fMM>r hiirrower. ignorant and hclplesii as he is, is solely at the mercy of his inonevlendcr 
who gets the itorrower impliiated in h a manner and has such a rate and time of intt»rc8t 
that the borrower is hardly able to free hiniHelf frmo tin? chiches of his money lender even 
in yeais of fdenty. To remedy this evil shraild he some strict legislation governing 

the maxi imm and tninuiuim rat^n of intcrcKt and the time and fXTiod of its compounding. 
ExpansKui ccv{>|M*rntive movement, together with «-duciilive propaganda, would also re< 
.move tfe evil t<' a jjreat extent. 

Piirf n. — Aqrif uffural horrowing for pHrpoftes of rnarheiiog, 

Quf*>fu)o 1. — The principal crops are brought to market through the local money- 
lender. tin- village btniin, and, in some cases of big and well to-do tenants, hy tenants them- 
ficlves. 

QurKfwH 2. — The cultivator hardly gefa any money from any »oiirce to finance tho 
inarki'tmg <»f crops. 

Tlierc are co-operative sfH-ieties in this district but none helps in marketing the crop. 
It would u<» doubt U* to the benefit e>f t!ie ciiltivatior if co'0|:H?rativo scKi<*tieH help in the 
market ing of the crops. 

Que fion 3 — There are no extra ehargea afqiarently in tin* caae of marketing cropii, 
hut the moneylender taki^a grain at cheat»er rat.e and also charges interest for hia debt 
previously advanced. Some, wniinission is given to the arhatia, Tlie broker too take* 
something. The exact rate of conuniHsifin tfi the broker and (he comnitHsion agent varies 
with the quantity, quality and kind of t^ain and as a: reed ujKui hitwoen the parties. 
The whrdesale grain merchant takes almost nothing. 

These charges vary with different crops. 

Incidental charges are made for weighinent, charity, choudhari, ghariwan, and the 
man w’ho keeps fire for tobac<‘o- smoking and the waterman in (he market. 

* Question 4. — The cultivator stores his grain in khattis, in haga, and in hhusa. 

In markets grain is usually stored in hags. The system of storing in hags is open 
to loss by rats and dampness of the air. It would be better if grain is stored in closetl rofuiis 
with hhusa ail round the grain. 

Que«fion 5. — Credit can he had on the seenrity of stored grain. 

Question 7. — In some eases some tenants of the village join to market certain crops, 
bat such combination i« only rare. Such a combination i* desirable but can only be 
done by wejbto-do persons. 

Part C — Erfsnt ud nature of agtieuliural indehiedness. 

Question 2. — Professional moneylenders are the primupal creditors of the agnciiitarlsts. 
The richer agrieuUKirist lends to the poorer onty to some extent. 

Hibza Wali Baibt. 
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Question 3. — Ijand and the rights in land are passiug from the hands of professional 
farmers into the hands of less eihcieut men who are generally of the banm and moneylender 
class. 

This causes the cultivator to produce less or less efficiently. 

Question 5. — There are several reasons for the indebtedness of the zamindars : (i> 
bad management of their estates, (ii) litigation, (iii) their own pride and vanity, (iv) im- 
morality, (v) profligacy, (vi) expenses, in marriage and death ceremonies over and above 
their income, (vii) election contests, etc. 

Part D. — Credit facilities in respect of agricultural prnductiofi and warheting. 

Question 1. — To some extent seed and implements are given on credit by the Gov- 
ernment Agricultural department. Co-operative societies advance money for cattle, seed 
and implements, etc. The hohra or the professional moneylender gives money for all pur- 
poses, and grain for seed and eating purposes. Sometimes grain merchants too advance 
money to big agriculturists but take grain at the season at cheaper rates. Other agencies 
hardly contribute anything in providing agricultural credit. 

The existing credit facilities are not adequate. There must be big banks, societies, 
or organisations that may undertake to dispose of the cultivator’s produce at good rates and 
profitably, and at the same time be ready to advance money to tlio cultivator on low rates 
of interest. 

Question 2. — The credit agencies mentioned above take almost no direct part in res- 
pect of the marketing of crops. The bania or the moneylender usually buys grain fronr 
the cultivator at cheaper rates and brings it to the market to sell at higher rates. No other 
agency gives any help to the cultivator in marketing. 

Question 8. — ^With the exception of the Agricultural department and the co operative 
societies, the former supplying seed and the other arranging for ils payment, there seems 
no co-ordination between the various credit agencies. 

There is scope for improvement in this direction. 

Part E. — Land mortgage banks. * 

Question 1. — Long-term loans are obtainable on registered bonds and mortgage of 
land by the landowner class only. 

The tenants do not usually get long-term loans. 

Question 2. — Long-term loans are available only on g»x)d land security. 

Long-term loans are difficult to obtain for several reasons : firstly, because tlie investor 
does not earn in the long run as much as he would have earned with short term loans ; 
secondly, the investors arc not usually w-illing to lock up their money for long terms 
unless they get very good and reliable security; thirdly, it is seldom that the terms of the 
agreement are kept and the interest regularly paid. The realization of long-term loans 
becomes difficult and expensive and the borrower too puts one obstacle or the other against 
its satisfaction. 

Question 8. — ^Non- transferability in the case of tenants i.s an impediment to long-term 
credit and increases the rate of interest. 

Question 4. — The occupancy right serves ns an adequate sei'urity for a period rf 
at least five or six years. 

Question 5. — ^The establishment of the proposed land mortgage banks would no doubt 
much improve the situation as regards long-term advances. 

Question 6. — I think there should be separate l*anks for farmers and the zamindars. 

The two should be different and independent organisations. 

Land mortgage banks should have share capital, but to ensure greater safety and 
good guarantees Government should also subscribe. I think about one crore would do ta 
begin with. ^ 

The ehare capital should be available to the public at large. 

If it is not taken up by the public. Government should undertake the obligation 
of subscribing the balance. 

The directore should be both from the officials and the public ; at least one-third 
of the total number of directors should be bank experts and men jot established reputation* 
Every shareholder should have some right of vote. 

The maximum period of loans should be 30 or 35 years. 

MrKJCA Wali Bakht. 
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<lel>etiturt^ and a coatrul :a«tittiie be vised iti get tlio working capital 

cf the bank. 

Itebenturea should carry a goveniuicxit guarantee for both priuctpAl and interest. 

Tlic Ciovernaieia may take hoiuc debenturesi tjiougli not neceaaurily .ill. 

I lliiuk tlie same meaaurea as have been taken m Auurica and (icrnuvuy to aalo* 
guard Goverunieut against lo»s should be taken in India. 

Some changes in the law in favour of land inoMgago banks are sviggcvsted ; Isavm td 
t^riificales of enciiiiibrauces bv the registration oftiee, cither fnn* or at a nominal charge 
and notification of projH>st*d nn-rtgages. The latter is very esheiitial in order to save the 
bank from ;iH after-litigation. 

Co ordination of such banks under un all India eentral institution would iiieau better 
macliinerv for sufK^rvinion and (‘ontr»>l and would ensure better working and guarantee of 
the hank'-i. 

Questi(fn 7. — The basis of calculating the value of land »hould» 1 thinkt be land 
revenue which will be much safer and easier t,o work out. It may he from 8 to l*i times 
of land revenue and 3 to 5 tiiiu* of rent, as the • a.*»e may he. and a^ivtrding to the 
ijualiiy of the soil of the land in c|uestion. 

The value *>f land differs according to the fertility of the lul and to its proximity or 
otherwise t(' tlie ahadi of the village. 

In the cHNe of land ohtiiine<i in sale by government auction for noii-paynumt of n*- 
venue and that obtained by sale on a <‘ourt decrea\ the prices are giuierally lower than that 
sold by private negotiation. I'sually in auctions under tlie orders of the court, or in de- 
fault of land revenue, the number of purehasers is sivuill and the bid bus to be cIosihI in 
favour <»f the d ecrw holder or Home well-to-do nioncylender who enn pay the amount ef 
auction money all at once, while in Kales by private nejotiationn the owner is at lilKsrty 
to seek as many purchasers ns jxissible und fetch a gevsT price for his land. 

The market value of* land under normal ctmaitions is 25 to JM) times the annual 
net yield. 

Part 0. — Small induHrien allied to arjrirulture. 

Question 1. — There arc dairy farms at Dayalhagh and Itaura; (X)tton ginning and 
pressing factories at Frrozahad and Jagaroo, tahsil Kiraoli ; hand-spinning on a small scale 
is to be f<»und in almost every village; flower growing is done on a sulBciently large aralu 
in Agra tahsil, 

Quejitiou '2. — l>ayalbagh dairy farm i.s w(»rking on vi big and g^x>d scale. Itaura farm 
is also working s«itisfactorily Ginning factories mentioned alxive are also doing well. 

(^ri^xfton 3. — The <'ultivator hardly gets any time during the year to engage himself 
in any other allied industry. F.xtenaion of irrigation meariH would be a gmsl help to tliein. 

Part H .--Sniail urban industries. 

Question 1. — The cottage or art industries in my area are financed by local money- 
lenders generally. 

The artisans get t!n-ir supply of raw loaterini and implements from liig BhopkecfHjrs 
•of the liK^aUty or neighbouring villages. 

Tliey Hell their produce to big merchants in wholesale and in retail to individuals. 

Middlemen and large dealers sometimes pay some money in advance*, and purchase 
their produce. 

Question 2. — There are karkhanas for glass bangle making in Firozabad, (ii) shoo 
making and carpet factories of Agra, and fiii) tailoring and wootl, industry in different parts 
of the diatricl. 

(i) In the cast' of bangle-making of Firozabad there are usually no middlemen. — the 
tnanufactarers send their goods direct to merchants in almost all parts of India and the 
consumers buy bangles from their local merchants. 

(ii) The relations lietween the karkhana-toallas and tho workers is generally good in 
ibis district, but the workers ano ^he apprentices have no siabilitv nor any union of their 
^wn, like thoae in England or the big to'^ns of Bombay and Ahrncrlabad in India, to protect 
ihe intereBta of the workers who are usualiy put out of employment without any previous 
notice at the will of the karkhana-wallas or as tlie demand decrcrases. 

There is no tendenev in thcHC indit*^trie« for the artisans to drift from their homes 
to small workshops, or tke tersd, 

MmzA Walt Bakht. 
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Question 4. — Co*o|>erutivc movement would certainly remedy sweating and exploitatioi» 
to aotne extent at least. 

Questioji 5. — An industrial bank would be a dtsirable method of improving the present 
system of financing small industries. 1 think it should be a joint-stock bank. 

I think it should issue loans to both artisan societies and to individual artisans cr 

firms. 

Question 0. — Sales associations, d6p6t& or emjxjria can be of effective assistance ia 
advertising and marketing art wares. I think they should be managed by some local well- 
to-do man who may have an interest in trade, and financ.ed by shares from different 
artisans or societies. 

III. — Investment habit and attraction of capital. 

A. — Encouragement of saving and investment habit. 

Quefftion 1. — The existing banking resources are post office savings banks, govern* 
ment banks, private banks, co-operative banks, indigenous banks, and the It^cal bohra or 
moneylender. 

They are not adequate. 

I tliink additional capital of ahoiit five crores is required. 

Question 2. — The existing means for encouraging the habits of saving and investment 
arc }>ost office savings banks. They do not provide full faeiiitirs to the public for the in 
vestment of their savings. They require improvement and extens’on. 

Question 3. — To some extent the people invest in gold and silver, but this jiractice 
is now decreasing with the increase of banks and the spread of education. 

Question 1. — Postal (ash certiiicates are. popular in big centres and with the educated 
classes only. Their popularity would be increased by revision of the rate d interest. 

No interest on tln^e certifleates is given if the certificate is cashed within a year. 
This is rather discouraging. 

Question T).--- -Post office savings banks do not afford adequate facilities to the iiivestin'r 

public.-. 

I’ost office savings bunk accounts should be opened in almost every big village. 

Educated men in gcaieral, men in the service of Government or private individuals 
or estates in jiarticular take adviintugc of tlic various faciliiic-.s for inv(\stinenl offi-red by the 
post offic(\ 

To attract other classes I would suggest high rate of interest, education, propaganda 
through school teachers, co-operative societies and pat waris; and lliat I lie post office sa vings, 
bank account should be within the easy reach of every big village. 

Question 8.— -It would promote the savings habit if public bodies like niiinicipaliiieH 
were to a,(Tord savings bank facilities to some extent at least among its employees. In- 
vestment ill tb(?se banks may, I tliink, be liniitt-d to a maxiinum of Rs. 500 and a ininiiTiimi 
of two annas. 

Question 11. In villages people generally invest their savings l)v lending to borrowers 
on interest or hoard them in the ground. 

Question 12.— -With their surplus funds farmers try to buy or mortgage some hind 
or riglit in land or invest it on interest in the' village. 

They lend to fellow agriculturists. 

The agriculturist generally lives from hand-to-mouth and has no chance of accurnulat 
ing money over lynd aViove his expenses of the year and those of marriage, etc. With the 
decrease of fertility of soil, I think the capital of the agriculturist, if anv, is decreasing. 

Question 1,3. — In India the banking and investment iiabit is of very slow grow’tb. 

... .*^^^*‘* due to the poverty of the jieople in general, ignorance and want of banking 
facilities and extravagant customs of marriage and otiier social functions, 

C. — Vernacular scripts in banking. 

Questibn 1 .— T think llrdii, the court language, mav be used in banks. It would 
facilitate work and prove more convenient to the general public. 

Question 2. -The present saraii is known only to few. Persian, t.c., Urdu character 
of the script, would be more generally accepted. 


UlRZA Wali Bakht. 
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Shftikh ALTJLF HUSAIN, B.A., Sab-dlvtslonal OflBcor, Salon, 

district Rae Bareli. 


Replifts lo the quMiionnalra. 


I. — AiiKIi lUTlTRAI. ( RKDIT \ND CRKDiT FAl il.lTIKS. 


Part .4 - — Agricultural borrowing for purposes of production , 

Question 1. — The agriculturist borrows from Government at the time of distress, and 
from co-o{)erative BcK’ieties, but most of the villagers take money from village mnncylenderfi 
and from rastogts who come from Lucknow, and some from zamnidars and tottigdars , , 

In very few eases does tlic ngricuUuri.Ht borrow for repayment of earlier del)ts or 
payment of accumulated interest. Most of the persons born>w b>r marriage anil other 
60<na! functions and (or famine and other kinds of distress. The rultivnior Im»itow» very 
seUif>n\ for payment of land revenue or rent, except at the tune of famine. K<*ed ho 
h(»rrovis at ‘lie time of the rabi crop. Agneulturi.s(«, eHptxnally of the intermediate elaas, 
ineur debts for exis^nses of euitivatioii. for litigation and also for the purchnsc of cattlo. 
Fur s.nkinu: wells they take Uiqari from Government, and BoinetimcH horrovv from thedr 
zoiniudars and village inoneylt-nders. Sometimes they are also obliged to take cash 
and grain for subsistence. 

Ninety bv«‘ per cent, of Hit« total debt )« due to mahajans, and 5 i»er cent, to other 
lending agemies. 

The pro[K)rtion of debt is distributiHl as follows : — 35 per rent, for marriages and 
death eerem<»iut‘s, 15 |*er cent, for seed, ele., JK) per cent, for litigation, and 20 per eent. 
for suhsistciKse. 

Tift. ])er eent. of tlie debt is incurred for short periods and 50 per cent, ftir long 
periodii. 

Question 2. — The rates of inlerest for casli advances are' — i>n an amount less than 
IL, 20, 13 per cent. p<r menHirn, on Ks. 20 and above, 2 p‘T eent. per mensem aiul sotiie- 
time.s more. From rastogis Kh, 12 ft>r every Hs. 10. 

For loans in kind for seed, II and II for one and KornctimcH both harvcHls. 

I r oth»*r loans in kind, IJ for one harvcRt. 

Iijier<'st is ealciilated at simple and compound intercHt and recurring eom|V'und ir?' 

terest. 

The rafc.s of interest are very exorbitant. 

Jhirchase of cloth from Ibmjah cd<*lh merchant.s on credit eventually jirovi's a heavy 
harden on the agriculturists. 

Question 3. — The usual security in borrowing for agiicuMural purpo/cs is land and! 
groves, mortgage, standing crops, ornaments and pcrHonal security. 

It is correct to say that the bctttT the title to land the greater the amount of indebted* 

ness. 

The crirnparative extent of indebtedness is landlords 90 |>er cenl ., t nants RO per cent. 

The amount of debt secured on land mortgage is increasing. It compares with on- 
aernred debt or dobt otherwise secured as 95 to 5 per cent. 

Question 4.— The methcxl of enforcing payment of debt from agriculturists i« by law- 

fillita. 

The cultivator borrows grain at high raU-s and repays at low rates. Markelii aru 
numerous and rates can -^sily known. 

Questum 6, — Cultivators take full advantage of the Agriculiurists Loans Act and ibe 
Land Improvemeut Act. but they do not always get g<x>d op|)ortunities and may not get 
what they actually want. They go to bankers for seed, etc., but very few borrow for tanlui 
and wells. 

Shaikh Altaf Hcsaik. 
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Question 7, — The present system of borrowing money from banias ruins the agricnJ- 
turist, as they charge very high recurring compound interest. If the interest rate is 
fixed — say not more than 10 per cent, per annum simple interest — it would greatly help the 
agriculturist ; also if taqavi loans are given more liberally to the tenants. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 3. — The local moneylenders, commission agents, the brokers and grain njer* 
cliants generally realise three pies to six pies per rupee on the total amount of sales of 
grain, both from the cultivator who sells through him and from the purchaser. 

There arc no other incidental charges except the hire for the cart, horse, bulhak-or 

camel. 

Question 4. — Generally speaking, the cultivators are very fwxir and sell off the grain 
to pay rent or debt. A^ery few store grain in their huts in earthen bins, mostly for daily 
consumption rather than for trade. 

In the markets grain is stored by banias or other beopari in kothis and also in 

sacks. 

Question 6. — The licensed warehouse^ system, so far as I can sec, can he of little 
advantage to the agricnlturists because they want inonay at the time when they bring 
grain to the market and cannot wait. They want money either to pay rent of the land to 
the zamindar or to pay off their debts to the mahajan. 

If Government can arrange to make cash payments at the time when tlic ;^r;nn is 
brought to the market, tlu' warehouse system w’ould be useful to the agriculturist. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The Government distributes taqavi where necessary, particularly o( the 
time of distress, on account of shortage of grain, and the co operative banks help the agricul- 
turists because the agriculturists mostly are members of such co-operative banks ; but the 
greatest part in this respret is taken by petty and professional moneylenders in villages, 
and in some cases by l)ig zamindars and taluqdars, as well as by grain merchants. 

The existing credit facilities are inadequate, except perhaps the co-operative banks. 

Part E. — Land mortage banks. \ 

Question 1. — Landlords generally get loans for long periods, not less than three to 
ten years, and sometimes for longer periods. 

Tenants of various kinds take loans generally for periods varying from six months 
to two years. 

Question 2. — For landlords, for long-term advances, the security is land; for tenants, 
^old and silver ornaments. 

The spt'cial difficulties of long-term borrow’ers are the high rates of interest. 

Question 4. — Sometimes the occupancy right serves as an adecpiate security for long- 
term credit. 

Question 5. — The Jbang (Punjab) Co-operative Mortgage Bank system w\ill ‘^olve the 
problem of long term advances in this province, T believe. 

Question 6. — In my opinion there should be two such banks, one for landowners and 
the other for farmers. 

Tf both the banks w-ork together and co-operate jointly, 1 see no harm. 

They should have share capital of their owm and a government guarantee as well. 

The share capital should be available to landowners and the public. If the share 
capital is not taken up by the public, the Government should undertake the obligation. 

The share-holders and (iovernment jointly can select directors, and those who 
jvurchase more shares may he selected as dirwtors. 

The maximum period of the loans advanced, and the margin between the amount 
of loans and the value of mortgage should be as in the Jhang (Punjab) Co-operative Bifks. 

The isank should obtain working capital from (i) deposits, (ii) debentures and (iii) 
a central institution. 

T)el>enture8 should carry a government guarantee for both principal and interest. If 
debentures are not taken up by the public, Government should t^ke up the balance, but 
after giving sufficient time when the Jhang system fails. Debentures should rank as trustee 
securities. 

Shaikh f.iiTAF Htjsaiv. 
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To safeguard itfteif againii^t Government can inortgajj^c bndci] property. 

Issue of certificates of encunibrances by tbc registration should be at a nominal 

obargc, and {xjwer to manage defaulting estates should be given. 

Question 7. — The value of land should he euleulnted un total lu t savings or inc'oiue, 
I.C., after payment of government revenue. 

In the prices by which land is obtained in sale by government auctu>n for non* 
payment of revenue and by sale on a court decree there are sonietiiiu's gK'ai differences. 
JYices by private negotiation are always much higher. 

111. — Inykstmkxt habit and AlTRACrriOX OF (AntAl. 

.1. — Kncoura{}etnettt of sanruj and tnvestmetit habit. 

Question 1. — The existing hanking resources are as follows : — 

Lot*al banias of the village or city. jH»lty moneylenders, raHogia frruu Lucknow, 
tonring Afghans and Punjabis, co-ojH'nitive »tK*ieti*>s, Ijanks. and (lovernmt nt, taqatn loan. 

These are adequate, but more faqtiri should he ndvauced. 

Question 2. — The existing means or iiiKtitiitions for encouraging the habits of saving 
*nd inTestroent are Post Office savings banks, cash certificates, coopt^rative sexieties and a 
l»ranch of the Allahabad Bank. Limited, Hac Bareli. 

They provide full facilities to the public for the investment of their savings, hu( tlie 
cultivators are so j<v>r that they can hardly save to invest. 

More CO o|H?rative societies are required. 

Quesiton 3,- (usually females invest in gold and silver ornaments. 

Question 11. — Agriculturists i-annot sav<* at all; others de|K>sit money in llie post 
-office savings liank or in the Allahabad Bank. Sometimes money i« kept reserved for 
emergencies which may occur in the course of business. 

The surplus money is used in trade or for rer< monial purix>ses, or for litigation or 
Tnaking ornaments. 

Question 1*2. — There are a few farmers in this district who generally sjieind their 
surplus money in payment of their debts or in improving their farms. 

There are very few farmers who lend to fellow agriculturists. If any lend money f/0 
fellow a'^riculturists his terms are ah(»ut the same ns of village moneylenders or grain 
dealers. 

T believe that the amount of capital in the {MmsesHion of the agricultural ]M)pulation 
is decreasing. 

Qf '^stion 13. — I agree with the view that in India the banking and invcMtment habit 
is of very slow growth. This is because Indians in the villages are mostly agriculturists. 
Their iiicoin*^ does not meet tlieir requireinents. The old habit of investing in gold and 
silver ornaments still continues in case of those who can save. 

B. — Cheque habit. 

Question 1. — The cheque habit is grow’ing amongst th<‘ txlucaU'd elass«-H in particular. 

Question 2. — The abolition of stamp duty on eheques has led to nn increase in the 
•use of cheques and to the opening of more ac.ounts. 

Question 3. — Govemnnmt officials, big merchants, iiieinbers of the legal profession, 
Jiterate zamindars , and landowmers use cheques. 

Questicn 4. — Payment of government servants, hank employees, and payment of 
other dues of Government by cheques, will certainly promote the cheque habit, but I would 
restrict it to accounts exceeding R». 100. 

Cheque accounts if opened by post offices will certainly improve the cheque habitf 
especially where such facility df»es not exist, hut no cheque of less than R»^ 10 should be 
issued. 

r. - *>rnflru/ar scripts in hanking. 

I would insist on Nagri or Persian script, whichever is common in the l*>canty. 


SaaiKH Adiaf Husain. 
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Pandit CHANDRA DHAR JAYAL, B.Sc., LL.B., Depnty Collector^ 
Lansdowne, district Oarfawal. 


Replies to the questionnaire. 


I.-*^AgBICULTDHAL credit and credit FACriilTlES. 


Part A. — Agricultural borrowing for purposes of production. 


15 
10 
ao 
10 

5 

10 

lasses of lending 


10 [H*r cent. 
10 


Question 1. — The agriculturist in this sub-division borrows from village money- 
lenders, except the residents of Kotdwara Bhabar who also borrow from co-operative 
societies. 

The purposes for which he borrows and the distribution of the debt between such, 
purposes are given below — 

(i) liepuymcnt of earlier debts 
(iij Payment of accumulated interest 

(iii) Marriage and other social functions 

(iv) Pamine and other kinds of distress 

(v) Litigation 

(vi) Purcliase of plough or other cattle 

(vii) Agricultural improveincnte 

(viii) Subsistence 

The proportion of debt divided between Ih.e various 
Village nionoyleiiders, 80 per cHJnl. 

Co-operative societies, 10 per cent. 

Other agencies, 10 per cent. 

Of the total d('bt 80 per cent, is incurred in cash and 20 per cent, in grain. 

Eighty per cenL. of the debt is incurred for long p(‘riod8 and 20 per cent, for 
short periods. 


^encies is — 


Question 2. — The general rate of interest for cash advances is 1*2 j)er cent, per 
anniiin and seldom 25 per cent, per annum. 

Por loans in kind it is 12 per cent. 

In some parts tlu* rates of interest are exorbitant. 

An incidental charge is that moneylenders invariably take 20 per cent, at the time 
of advancing the loan. 

Question 3. — The usual kind of security given and accepted is land mortgage. The 
amount of debt sc'cured on land mortgage is increasing. 

Question 1. — Payments of debt are made out of court, but in a few cases the pay- 
ment is enforced through it. 


Question 5. — The cultivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. 

He considers that he has more facilitie.s in borrowing from ^ illage moneylenders. 


Pandit Chandra Dhar Jayal. 
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Mr. LAL BIBENDRA PARTAB SAHI, M.A., B.Sc., LL.B.,, 
Deputy Collector, Benares. 

Replies to the quMUonnairt. 


1. — Araiu ui.Tt’iuii cHKDir and cbkdh fai ilitii s. 

Part .4 . — AijricvUurdl borrotinnj for purpose's of prodiu tton . 

Qiu'stion 1. — The agriculturist borrows mostly from the villsgc nu»noy lender* : 
t]>e Goverimieiit grants tm/art only, and the co-operative sfn’icties do little business, 
riiey exist more on paper ilian in fact and are mostly in a rotten condition. 

Tht' purjx>hcs for which the agnculiuriKt tistmily borrows are — 

(iy marriage and t»lhcr social functions, 

Oi) payiiirnt of land revenue and rent. 

<i:j) pureliase of ]dough or oiher cattle, 

(IV) seed,-- 

and. of courV'C, at inncs vvln n llicre i.s famine or oth<*r kiml of disIrcHS, for h s KulisiHtence 
too, the mar; in of Kiifcty heiug vt ry low. 

I’racti' 'illy In whole of the l»orrowing is from tin' viliiige inoneylenderh. 

U’he deh! ill grain is fakiui generally for K«^‘d only. Such loans ami that taktii 

hr paying rent arc generally for short {K^riiMis and are repaid UHuallv at the harvest 
time. 

Question 2. — The usual rate of intercut now is ‘24 p<‘r cent, per annum for e*Bh 
advanecH; in some oasc.s it excmls this rate, while only in exceptional cases is it lower. 
For loarci in kind sauai iiKually, and in Home eases deorltii, is cliarged, l>ut the latter 
is not usual. It means tioit if one maund of grain is advanced at the time* of the 
sowing sea.son, tiui agriculturist will |>ay lj[ wiaund of the same grain when llie 

crop is ready and has Inen hiirvc^stcHl, The ralcts are certainly exeessive in my of>inion. 

Q uestion d. — Ijand mortgage is the general HCH'Urity ofTc:*red and aci'epled ; in 

wime eases cirnaincnts arc‘ given. So far as the petty landlords arc eoncMuried the 

better the title? to land, the greater the indcditedness. As to the extcuit of the indebted- 
ness of tlie various classes of hindlords and tenants, I cannot give any iieeuratc^ statislicK, 
hut there is little doubt that all these elasses are mostly indehted and the' indebtedness 
is usually heavy, T of (bourse do not include in this tlu? larg » lancftovners whose fiosi- 
tion in this resfx^ct is certainly better. 

Quejitton 5. — The cniltivator does want to take full advantage' of the' facilities 
provided by the Agriculturists I/oanH Act, tii.uigh tliere is ih 31 much deiiuind under the 
I^fand Tmpmvement Aet. He dot's borrow taqavi and always wants more than he gets 
because the amount allotted falls short of his total demand. This applies to taqari for 

fie^, cattle and agricultural implements. An for taqari for building tanks and w’cdls 

the demand :a little but it is incrc'aHing. The reascui why hp docMt not avail himself of 

the taqari *f or building tanks and wells, fdc., is that thc‘»e rec|uire large sums of money, 
and he is not sure that the outturn would justify this investment of capital in the land, 
and his conservative instincts teach him not to’ take risks in the matter and to follow* 
the path chalked out by his forefathers. Hr^me enlightened and ediicatc'd landow'ners 
are however beginning to fafc** advantage of the facilities provided under the Land 

Iinproveinent Act also. 

The present taqari system is too rigid, and the fact that the staff for collecting 
the dn^ vie with one another to rnske the realizations full and complete, whatever 
the Snancial condition of the borrowers may he. make the syateni too atririgent, and 
in some ease it makes the agriculturist afraid o^ 1aqa*-i bf*rrowing and he prefers bb 

Mr T/Af:. Bjrpa'DRA Partar Jhahf 
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-oionejleiider from whom he gets muth more coottiderate treatment in this respect. In 
some rast’s the agricuUnrista have to borrow money from the village moneylenders to 
meet the incessant demands of the tahsil collecting staff for the taqavi dues and w^hich 
they, on account of certain private reasons, are personally unable to pay. Some relaxa- 
tion in this respect is badly needed. Secondly, the allotments made under the Agricul- 
turists Loans Act much be increased a good deal because the amount allotted usually 
fails short of th.^ total demand. 

In abnormal yc-ars the demand for taqavt is considerably more than in normal 
years, and the increase in the demand varies with the extent of the distress caused. 
The margin of safety is so small that failure of either harvest, kharif or rabi^ puts 
the whole agricultural machinery out of gear. 

Question 0. — I am not aware of any combination for producing crops, nor do I 
consider such combination practicable at present when the percentage of illiteracy among 
the masses is so licavy. 

Part B. — Agricultural borrowing jor purposes of marketing. 

Question 1. — Generally the cultivator sells his produce to the village bania at 
tlie best rate that he can get. The marketing methods do not vary w'ith the crops. 

Question 2, — It is the village bania only with whom the cultivator usually deals 
as regards the marketing of his crops. I am not aware of their usual business terms. 

Co-operative sex’deties generally do not, so far as I am aware, assist in the market- 
ing of crops. They can certainly be of much use to the cultivators in this direction, 
‘.but having regard to the present coridition of these societies, and^the standard of educa- 
tion of the average member, I do not think that for some time to come co-operation is 
-going to be a benefactor in India. Hardly one per cent, of the members really know 
what C/O-operation stands for. 

Question 4. — There are three systems of storing grain — 

(DGarh system. In this the grain is kept in pits on which straw had been 
spread. 

(2) Khatti system. It is well knowm and requires no explanation. 

(S) Bakhar system. In this compartments arc provided for keeping grain. 

There can be numerous suggestions for improvement, but all of them are sure 
to he rejected by tlie cultivators because they are all costly methods and the cultivator 
is too p(X)r to afford tlicse. Having regard to all the facts I think that the second 
method of storing the grain serves his purpose fairly all right. 

Question 0. — T think the idea of licensed warehouses as in the United States of 
America is good. It can be worked with government assistance, though the cultivator’s 
ignorance and conservatism will act as a great handicap in the matter. 

Question 7. — I am not aware of any instance of combination for marketing crops. 

’ This can beat be #one through co-operation, but it will take time because of the culti- 
vator’s ignorance. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The only part played by the Government in providing agricultural 
credit is the granting of taqavi, but this affects only a small proportion of the agricul- 
tural population. The rest of the financing is done mainly by the village moneylenders 
and the bank — generally t.he same person — to a very small extent. Co-operative societies 
assist where they exist. 

Tlic most serious defect about the present system is that the cultivator gets money 
at a very high' rate of interest, being at the mercy of the village moneylender who 
takes full advantage of his position to the detriment of the cultivator and is closely 
akin to Shakespeare’s Shylock. The provision of cheap credit to the agriculturist is his 
qjiief requirement. 

Part E. — Land mortage hanks. 

Question 1. — So far as the landlords are concerned there is no difficulty in secur- 
ing loans for long or short periods, provided they have got land of sufficient value to 
give as security. I must, how^ever, say that the rate of interest in their case too 
"Mb. Lal Birendba Partab Saht. 
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i« very high btr^iuse the \ilinge moneylender buB uo t\)uij>ot iiiou iii the fteld, for lUe 
bankh refuse to accept laud as security for advancing loans for the very good reason 
that their assets must be liquid and such as may be couverUHl into money quickly, and 
this is not f>ossibie in ibe case of land. Hence the iiecressity for land mortage banka 
which I expect will be a real boon to the landlords, and 8t>€H?iaUy U) small landlords, 
because? tliis is the only security that they can offer. 

A!> regards fixed-rate tenants and (>ermHuent tenure -holders the |K>sition is much 
the same as in the case of small landlords, but these form a very no,;ligible [H)rliau 
of the Village community. The rights of these tenants arc non transferable, ami they 
render themselves liable to ejci'tment by the landlord if they morlgiige or bcU their 
tenancit's. So far as they are cHUicerned, land mortgage banks even t^annoi solve the 
problem because they cannot mortgage their lands. It is difficult for them to get long- 
term loans and they have often to pledge their ornaments, etc., get loans. 

Question 2. — Long-period advaru?t‘s are secured generally on land. 

3. — Non-lransferahility of tenure certainly dm's act as an iiiq^ediinent 
to a tenant to secure long-term credit, but, as 1 have i>ointed <*ut ahove, the rate of 
intore*.t is unusually high even in case of landlords. 

Question 4. — An (Kcupancy right d<»e8 m»t serve as any stviirily whatsoever for 
long term cretlit h<'<‘auHe the tenant renders himself lialde to eje<‘(nu!nt. if he morigagea 
his tenancy. Formerly the practice of mortgaging ix'cupancy rights was very prevalent, 
and tenants were able to get bans on the security of their tenancies, but this is steadily 

dei'reasing as the fieoplo are realizing — stunetimes afk^r hitter experience tliai tenancies 

are not transferahli end the tenant iiimself heeomes liiibh* t(» ejectment by making 
a transfer. 

I am not prepared to suggest any nuHlification in the law hw^ause it is likedy that 
if such transfers are allowed, the tenancies will go into the luinds of non- agricultural 

chissea to the dctrinu nt of the interests of the country as a whole. In case of transfer* 
able tenancies the tendeiK'V in this direction is (piit© per<Nq>tihlc. Home olht^r method 
of providing cheap credit to these tenants must be devised. What methcsl should bo 

devised is a matter for exjierts to meditate u|>on. 

Qt/esfion — The establishment of a land mortgage hank w'ould certainly solve 
the prohh’m of long-term atlvances ho far as the landlords and tenants having transfer- 
able riglits in their tenancies are concerned. Tt would liowcver leave a large hulk of 
the agneiiltviral population of this province nnaffeeted. 

Part O, — Small industrieH allied to affrirulture . 

Quest ioti 1. — There is no indiiHtrv of an\ importance of subsidiary nature except 
probably r/ur-making and growth of kihiuco. and vegetable and flower-growing in Oio 
vicinity of the city. 

Question 2. — Probably the liest siihHidiary industry for a farmer in this country 
is hand-spinning and hand-wraving during the ‘»ff season. Coo|HTalion offers the best 
scope for furnishing working capital. 


Mb. Lat. Biukvdra P\nTAB Rabti. 
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Mr. HARISH CHAND YARMA, Deputy Collector, Bastl. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1- — Generally agriculturistB borrow money from village moneylenders in 
^this diBtrict, and in times of scarcity from Government. There are a few co-operative 


societies in the district which lend money to their members only. 


TJie pur|) 08 e 8 for whicli agriculturists borrow 
purposes are given below.: — 

the distribution of 

the debt among sucli 

(1) Repayment of earlier debt •• 


19 per oeiit. 

(2) Marriage and other social functions 

• . 

8 i» 

(3) Famine and other kind of distress 

• • 

19 „ 

(4) Papments of land revenue and rent 

• • 

19 f, 

^5) Seed • . • • • * 


19 

(6) Litigation 

. . 

8 

(7) Purchase of caUIo 


S 


Ninety-five per cent, of the debt is due to village moneylenders and 5 per cent, to 
<}overnment. Seventy-five jier cent, of the debt is incurred in cash and ‘25 per cent, in 
grain; and seventy-five per cent, for long periods and 25 per cent, for short periods. 

Question 2. — The following rates of interest are charged : — 

(i) For cash advances, 25 per cent. 

(ii) For loans in kind for seed, 25 per cent. 

(iii) For other loans in kind, 25 per cent. 

Ttie interest is compound and is calculated yearly. 

In my tipinion the rates of interest are exorbitant. 

Question 3. — The kinds of security usually given and accepted are land mortgages 
and ornaments. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The comparative extent of indebtedness is zamindars 75 per cent, and tenants 25 
>|)er cent. 

The amount of debt secured on land mortgage is increasin;:. 

Question 4. — Agriculturists pay their debts from agricultural produce as well as from 
landed property. 

They borrow grain at a less rate than prevails in the market and repay it at higher 
rates than the prevailing market rate. The prevailing rate is ascertained from the neigh- 
liouring market. 

Question 6. — The cultivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. The reason is the diffi- 
culties in obtaioing it and also the punctuality of its repayment. 

The ftgricultiirist Iioitows 10/16 taqavi in abnormal years, and 1/16 in tirdinary 
years. 


Part B . — Agricultural harrowing for purposes of marketing. 

Question 1. — The local grain dealers bring the principal crops to market on horses, 
'bulloc:ks and carts, and when the market is on the river, the grains are brought by bfiat 
rulso. 

Mb. Habish Chand Yabma. 



( 169 ) 

Generally, the cn^ps which are sown for cfomestic puqKwea are sold in the market. 
'There are only a few cropa which are sown for aeUine in the market such as liuaeeil, i*ih 
-aeed, and sugarcane, etc., but they too are used for domestic ptjriH>ses. 

Question 2.— The money to hnani^ the marketing of crops is obtuiniNl from grain 
merchants and alski from exporting firms. They lend money on imndition of being rc|xaid 
in grain at the cbeap<*sl rate. The t'o-o|H»rsl ive tttxMeticM dt> not assist in the marketing of 
.crops. 1 do not think that they slmuld do this. 

Question 3. — In the case of marketing his crops the cultivator pays ; — 
ii) the hania, 21 steers per cart. 

(ii) the arhaiia, lie. 1 fH‘r Ks. 100 worth t>f pnxlure. 
tiii) the du/a/. 2 seers jxT cart. 

(iv) the beopan, 21 secra |jer cart. 

These charges differ with various emps, hut the value is the same. 

There are some incidental charges on behalf of the master of the rnarkci. 

QueJitwn 4. — The village moneylender realizes debts through servauts if he ia well- 
In markets grain ia atored in bora^. 

QueJ^^fotl 0. — The system r^f licenMnl warehouses can he estiihlishcitl wliere there is a 
l)ig business centre. 

There would l>e iict'tl of (iovernment assistance in the matter. 

Qnf^<fion 7. — (’ultivators do not combine together to market jiartieulnr (’n»p», I it 
«comhinaMon is desirahic. 


3Ib. Haribh Chattd VaitifA. 
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Rai Sahib PANDIT CHANDRA BALI RAI, M. A., B. Sc., Sub. 
Divisional Officer, Mahoba, district Hamirpnr. 


Replies to the questionnaire. 


f. — A oricultukal credit and credit facilities. 

Part A. — Agricultural borrowing for parposeif of production. 

Question 1. — The agriculturists of Malioba pargana borrow from Government, co- 
uperative societies, and village money lenders. 

The purposes for wliicli they borrow and the propf)rtion of tli:' debt distributed 
Sinoiig the various purposes arc sliowu below — 


(i) Repayment of earlier debts 


... 1 anna. 

(ii) Payment of accumulated interest 


... 3 annas. 

(iii) Marriage and other social functions 


... 4 

(iv) Famine and other kinds of distress 


... 1 anna 

(v) Payment of land revenue or rent 


... i 

(vi) Seed 



(vii) Litigation 


... r 

(ix) Purchase of plough or other cattle 


... 1 

(x) Sinking of wells 

... 

... 1 

fxi) Building of tanks 


... 3 annas. 

(xii) Subsistence 


... 1 anna. 


The- proportion of debt is divided between — 

Government, 1 anna. 

Co-operative societies, 3 annas. 

Village moneylenders, 12 annas. 

Nine annas of the debt is incurred in cash and 7 annas in grain. The proportion of 
long and short period loans is the same. 

Question 2. — The rates of interest of cash advances vary from 12 annas to Re. 1-8 
per cent, per montli. 

For loans in kind for seed, sawai after sii months. 

For other loans in kind, saicai after a year. 

Bates for cash advances and for other loans in kind are calculated annually and 
for loans in kind for seed every six months. 

The rates of interest are not in my opinion exorbitant. 

Question 3. — The kinds of security usually given and accepted are land mortgage, 
ornaments, house property, trees and cattle. 

It is correct to say that the better the title toUand, the greater the amount of in- 
debtedness. 

Sixty j>or cent, of landlords, 00 per cent, of occupancy tenants and 80 per cent, 
of tenants -at -will are indebted. 

The amount of debt secured on land mortgage is stationary owing to the Bundel- 
khand Land Alienation Act. The amount of debt otherwise secured is increasing up 
to the limit of the property secured. 

The amount of unsecured debt is stationary. 

QuesHon 4. — The village moneylender realizes debts through servants if he is well- 
to-do; otherwise he goes to the spot himself. He is obliged to go to law courts if the 
property offered is less in value than 75 per cent, of the principal and the interest. 

Question 6 . — The cultivator takes full advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. 

He borrows 26 per cent, more taqavi in abnormal than in normal years. 

Rai Sahib Pandit Chandra Balt Rai 
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Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The small cultivaUir brings his crops on his head to the market. The 
village bania brings his local purchases on pack ^xinies or bulUx^ks and buffaloes to the 
market. The small bantu of the market called phutkariha goes alone in the village and 
brings his purchases on hired pack ixmies, etc., to the market. The substantial cultivator 
brings his crops on his own bullock carts to the market. The substantial hauia of Mahoba, 
call^ tkokwalah, goes alxmt in villages and brings his purchases in hired carts. 

Question ‘2. — The phutkariha borrows from the grain merchant at *2 jx'r cent, per 
month on a Aveek’s credit, and the thokwalah at 12 annas to lie. 1 per month on a 
mouth's credit. 

Question 3 . — In the case of marketing iiis crop the cultivator pays one-fourth of a 

seer per iiiaund to the bania'. one-eighth of a seer per luaund to the arhatia, and one- 

eighth of a seer per uiaund to the beopari. 

There is a dhannada cliarge of 2 seers per cart-load for paying three Kx'al temples, 

mosque, a local priest, a goshafa, a sweeper, a kahar, and a chaiJiidar, 

Question 4. — The cultivator fitores his grain in kothas and baudus. 

In markets grain is stored in kothas. There are no defects in the system. They 
are carefully closed. 

Question 6. — 1 think a system of iicen8t:*d warehouses ctmld be worked in India. 
There would be need of Govemment assistance in the matter. 


Eai Sahib Pasidit Chakdba Bali Eai. 


u 
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MaalTl MUHAMMAD IQBAL AHMAD KHAN, B.A., Snb-DiTtoional 
Officer, Lakhlmpar, District Kheii. 


Replies to the questionnaire. 


1. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist in my district borrows from Goveruiiient, villago 
moneylenders and the co-operative societies wherever they exist. 

Ho borrows for seed, purchase of plough and cattle, and Bometinu'S for labour^ to the 
extent of 40 per cent. 60 per cent, and 10 per cent, respectively. 

The debt is owed to the lending agencies in the following proj^ortion — village money- 
lenders, 60 per cent.. Government, yo per cent., and co-operative societicB, 10 per cent. 

Heventy per cent, is incurred in cash and 30 per cent, in grain; while ,50 per cent, 
(cash) is incurre^d for long periods and 50 per cent, (grain and partly cash) for short 
periods. 

Question 2. — For cash advances the rale of interest is one anna three pies per nipic 
moufhly, and in the case of loans of Rs. 50 and above it is Ks. 3 per cent, per month in the 
case of moneylenders, Rs. 7-B per Cent, per annum in the case of Government and Rs. 15 
per cent, per annum in the case of co-operative societies. 

For loans in kind for seed deohra, i.e., 50 per cent, for six months, is usual; and 
for otljer loans in kind a little more than deohrUy say about 70 per cent, for six inontbs, is 
charged. 

Interest for the peri(Kl agreed upon is calculated as above; after that compound 
interest at the same rate is levied, except in the ease of government loans wlien the in- 
terest is simple. 

The village moneylenders’ rates are exorbitant. 

Question 3. — The smirity usually given and accepte<l is, in the case of the village 
moneylenders, standing crops; Government loans, joiht responsibility on land mortgage; 
und co-operative societies, joint responsibility. 

It is correct in the case of land mortgage security to say that the better the title to 
land the greater the amount of indebtedness. 

Tlic comparative indelitedness of the various classes is landlords, 25 per cent. ; 
under-proprietors, 10 per cent. ; exproprietary tenants, 15 per cent. ; ordinary tenants 50 
per cent. 

Tlie amount of debt secured on land mortgage is increasing ; unsecured debt is 
decreasing. 

Question 4. — The village moneylender realizes his debts himself or through his agent. 
Government loans are realist by its staff. 

The cultivator borrow’s at the prevailing local rate and repays at that rate, irrespec- 
tive of the rate prevailing at the time of repayment. 

Question 6. — The cultivator takes full advantage of the facilities offered by the Agricul- 
iarists Loans Act, but not in the case of the Land Improvement Act — beoanse the loans 
under the former Act are petty, while advances under the latter are necessarily for large 
amounts. 

The defect in the present taqavi system is that advances are made in money : taqavi 
should be in kind. 

# 

Question 7. — The defect in the present system of agricultural borrowing is that the 
cultivator has an unchecked tendency to spend the money advanced on items other than 
-agricultural needs; this should be checked, 

Maulvi Muhammad Iqbal Ahmad Ehah. 
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Part B . — Agricultural borrowing for purposes of marketing. 


Question ‘2. — The cultivator does not require money for marketing pur[> 08 e 8 ; and 
assistance from co operative is not mcessary. 

Question 3. — The cultivator pays for marketing his — 

(1) To the banta, at the rate agreed upon, say Hs. 2 per cent, per mouth. 

(2) To the arhaiiat pies per rupee. 

There are other incidental charges also, viz. : — 

(i) Municipal .. 

(ii) 6'ausAaZa fund 

(iii) Taulai 

(iv) PalUdan .. 

(v) Kahart ,, 

(y i) Chamaria {knovin chhit) 

(vii) Sweeper *. 

(viii) Chokra (who puts grain in the weighing scale 
(ix) liaba Siwo Das (ohungi) 

(x) Goshain Baba (chungi) 

(xi) Ban 


4 annas per ceut. 

»» 

pioB per rupee. 

2 seora per cart. 

8 obattaka per cart. 

4 

h 1 1 

4 
8 
4 
4 


Question 4. — The (uliivator stores his grain in kuthias. No injprovcmcnt is needed in 
this distri(‘t. 

Tn the market fl gram ia stored in gunny bags one upon the other in godowna, subject 
to ravages by mice and lire. Underground pacca godowiis aro needed. 

Question 0. — It is advipuble to establish independent wnrehouses with proper super- 
vision and c<>ntrol in India to improve the credit facilities of the country. 


Question 7. — I know of no instances where cultivators combine to market particular 
crops. iSuch combination is neither {K^ssible nor dc.sirHbIe. 


Question 8. — Weighment is done by the cultivHtt>rH themselves at the house's and then 
at the market by taulas who <’hargc half a pice per rupee worih of grain. TIio system U 
•atififactorj’. 


Question U. — Speculative dealings in agiicullural pnKluce by traders is negligible. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 2. — The principal creditors of the agriculturists are moneylenders and grain 
dealers. Richer agriculturists lend to the [KKuer to an insignificant extent. 

Question 5. — The indebtedness of the landowning classes is due to indifference and 
extravagance coupled with a general increase in wants. 

Question 6. — The landowning classes have to pay in respei t of their borrowings ex- 
orbitant rates of interest and Fjiecial charges, such as com miss ion, etc. 

Part D . — Credit facilities in respect of agricultural production and marketing. 

Question 1- — In 1928-20 co-o{>erative societies advanced Rs. 27,002 as under : — 





Ra. 

a. 

P* 

Oi 

For 

purohase of seed 

2,360 

4 

0 

(ii) 


other needs of caltiTatlon 

261 

4 

0 

(in) 

II 

trade 

1.898 

12 

0 

(«v) 

i> 

cattle 

6,784 

8 

0 

{») 


payment of old debts 

2,844 

4 

0 

00 

t« 

marriage 

797 

8 

0 

(rii) 

ti 

payment of rent 

11,839 

0 

0 

(vHi) 

A 

subsistence 

586 

0 

0 

(ix) 

•• 

other needs 

1.180 

8 

0 


The existing credit facilities are adequate as far as the co-operaHve bank ia conc^ned. 
Maclti Muslammad Iqbal Ahmad £han. 
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Part F. — Co-operation. 

Question 1. — No dirtjct relationship exists between a co operative bank and any other 
banks beyond depositing their surplus balances in them and in a few cases by opening a 
cash credit account with them. 

There is no competition between the co-operative banks and the joint-stock banks. 

Question 2. — Co-operative societies have no special difficulties in raising either short 
or long-term capital. 

Question 3 , — The amount of capital available for financing the co operative movement 
is more than sufficioni. 

Question 4. — Financial concessions are likely to help a gO(xi deal in stimulating the 
growth of the co-operative movement, and if such action is possible, it is desirable. 

Question 5. — The establishment of the provincial co f>perative bank would be a great 
help in r<‘gulating tlie idle balances of co-operative banks in the province. 

Part G. — Small industries allied to agriculture . 

Question 1. — There is a sugar factory at Khameria, thana, Nigliaran, and a cattle 
farm with dairy at Munjhra, thana Lakhimpur. 

Question 2. — Tlio sugar factory at Khameria is heavily in debt. The cattle farm is 
doing well. 

Question 3. — During the off-season, a farmer can profitably attend to cattle breed- 
ing, the working capital for such enterprise lieing obtained from co-opirative loans. 

Part H. — SrhaU urban industries. 

Question 1. — The cottage or art industries are financed mostly by the l<)(*al mahajans 
and in a few instances by co-operative societies. 

Artisans got their raw materials and implements by excliangiug broken and useless 
utensils, and from Bombay in the case of the co-operative society. The Dreyfus Brass 
Pociety Ltd., Gel, purchased raw material from Bombay worth Rs. 20,212 and excdianged for 
Rs. 15,000-13-(). Small workers get the supply from the local dealers. 

In the case of the society the wares are purchased nnd sold to consumers. 

Question 4. — There is the Dreyfus Brass Workers Co-operative Society Ltd., Oel. 
It supplies raw material to the members and disposes of their finished products. It is 
financed by the co-operative bank so far. The rest of the capital has been raised by mem- 
bers themselves in the shape of deposits and shares. 

Question fi. — I think that sales associations, depots or emporia can be of effective 
assistance in advertising and marketing art wares. Tliey can be financed by n provincial 
bank and should bo helped by Government if necessary. 

IT, — Indigenous banking. 

G. — Consolidation of indigenous banks. 

Question 2A. — It is desirable to set up a class of licensed moneylenders, but success la 
not sure. Tbeir lending should be restricted to production purposes only. 

III. — Investment habit and attraction op capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — ^Tho banking resources of the district consist of two co-operative banks^ 
one at Kheri a^pd the other at Gola. They are adequate under the present circumstanct^. 

2. — The existing means for encouraging the habits of saving and investment 
are co-operative societies and post office savings banks. 

* Co operative societies provide facilities to the public for the investment of their savings 
but so far non-members have abstained from making deposits. 

Maulvi Muhammad Iqb.\l Ahmad Khan. 
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Qu«^fiow 4.-— rostal cajsh oertifioalts are little known in rural art^aa. 

To encourage thur jK)puIarity the rate of intere»t ahoukl be increased, and the terni 
of issue shortened. 

Que&tion 4A. — India is too backward a country for a iMOvemeni biniilar to the nation- 
al savings iiioveiuent in England, at present. 

Quejftion 5, — IVust Office, savings banks afford adequate facilities to the investing 
public, which are taken advantage of by the educattnl classes in cities. Other classes will 
be attracted by raising the rate ef interest, shortening the term of issue and wide publicA- 
tioD. 

Question 13. — The allegation that in India the banking and investment habit is of 
very slow grownh is true. I aftrihute it to want of education. Propagauda by Govern- 
lu CD t will be of use. 


MaULVI MtTHAMMAD IqBAL AhMAD KhAM. 
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Pandit LACHHMI DAT JOSHI, B.A., Sub-Divisional OiBceP^ 
Chamoli, district Garhwal. 

Memorandum on trade with Nepal. 

Tkade is done by the Garhwal district with Tibet only, and not with Nepal. 

It is done vid passes Mana and Niti. 

Vid Niti are two mandtA — (1; Dava (for which Nabra is being subslitued since 
last year) in Tibet, and (2) Hoti in British India. The former is in use. Hoti ia- 

used only when Bhotias are not allowed to enter Tibet owing to prevalence of any epi- 
demic. 

Vid Mana is mandi Tholing Math (Liing in Tibetan language) in Tibet. 

Rice, atta, barley and other grains are taken into Tibet by Bhotias of British 

territory, and salt, wool and sohag obtained in barter. Salt or wool is sold in Garhwal 

and sohag in Ramnagar, district Naini Tal. Cloth is taken by Bhotias from the plains 
and Bengal into Tibet. In the case of cloth Tibetans do not barter but pay cash in a 
coin called nago tang^ now-a-days valued at two annas. It is of silver, but Fometimes 
copper is found inside. It is of an 8 anna bit size and round like it, but much thinner. 
Tibetans do not like their own coin and much prefer the British India rupee which they 
take eagerly. Bhotias have some difficulty in disposing of Tibetan coin there and 
have to undergo some loss. 

Re. 1 per cent, per month interest is usually charged. But British India Bhotias 
are seldom debtors, and mostly creditors. 

The tax levied by Tibetan officials is excessive. At Mana one load is taken for 
each ton loads taken to Tibet : at Niti two loads for the first time going and mio load for 
each successive going in the year. Barley loads are taken usually as tax. 

Each party writes an agreement to the other promising to pay money in case of 
broach of faith or dealings with others than the C/Ontracting parties called mitra. 
Breaches of faith are not known to occur. Mitraa aro sold. Rornetiines Gfirhwnlis, too, 
trade indirectly through Bliotias and obtain mitras from them by purchase. 

Tibetan officials impose heavy fines on everyone (British India traders included) for 
trespass by cattle, a number of coins for each footstep. 


Fiua)iT Laghhmi Dat Joshi. 
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Khan Bahadur Saiyid ABU MUHAMMAD, M.A., Provincial 
Civil Service, United Provinces. 

Memonuidam regarding the causes of Muslim indebtedness in the United Provinces. 

1. The main reason for the growing poverty of the Muslims in tliese provinces is 
theii high cost of living as compared with other cuminunilies. Tlie Muslim has not 
adjusted himself to changed circumstances and still adheres to the habits and ways which 
characterized him during the decadence of Muslim rule in India. He is by temperament 
reckless and believes in the old Persian saying — 

K&rsiz i ma bafikro kar i mist 
Fikr i ma darkiir i mi ^zir i mist : 

(God is always busy and <'oncerned in our well being, so for us to wear ourselves 

nut by cares is folly), 

rather than m the mandate in tJie (^>uraD — 
l^isa lii ins^na 
Ilia mi sa i : 

(Man gets nothing unU‘sH he exerts hiniBclf). 

His mode of life, even at a moderate rate, is more expiuisive than that of the Hindu 
owing lo his meat diet and his craze for hospitality. The jiopular belief is that God's 
angels do not descend into a home where there are no guests. Apart from tlie usual 
high living, the exjHmses during the Ramzan (month of fasting) are enormoiis, as in (hat 
in-'iith feasiiiig is done on even n more lavish scale. 

'J. A Muslim when in need of money never he.sitales to borrow at UHuriuus rates. 
His sole concern is the fulfilment of his immediate requiremcnls. He shuts his eyes 
to the dire eonseqnences which follow. While he is alw’ays ready to pay interest, his 
l)r€?thrcn, more favourably placed, refufw' to lend money on inien‘Ht, (’apitnl is tliUB 
rendert*(i uscles.s and MiiHlims cannot take their due share in the trade of the province. 

3. Tn rural areas, unlike other communities, Muslim women do pnietically no work. 
Even in tiie eastern districts where there is a large population of non-MuRlims who are 
generally ,^eo|)Ie of low c astes converted to Islam, and wdiere Muslim women may he seen' 
about in the fields in a state of semi-purdah, (hey do not actually ludp in the cultivation, 
but go to the fields either with meals for their male relations or to eollect green herbage 
to be cfoked with their food. In the western districts, the Muslim woman in niral 
area is still more idle, and even a Muslim male tenant would sooner employ labourers 
to work for him than toil hard himself like the Ahirs and Jats. 

4. Amidst other circumstances, the law of inheritance also serioiiHly affects adversely 
Iho financial position of the Muslim community. Amongst Hindus, widriws havti merely 
a life interest, daughters get nothing and the estate is managed generally by a karta 
or head of the family; while amongst Muslims the division of property is inevitable and 
usually results in breaking small estates into small bits which arc not worth keeping. 
Quarrels among step-brothers and step-sisters, wives and concubines are more common 
than in other communities. In consequence there is litigation and breaches of peace 
resulting in costs out of all proportion to the actual value of the property involved, 

5. Then! are many cKcupations which the Muslim wdll not avail of, iiimply because 
he considers them derogatory, unless he happens to l>e born into a trade. Even then 
his earnings arc more apt to be squandered than not, with the result that he gete into 
debt, and even the best skilled 8*'risan .actually loses on his work because of the interest 
with which he is burdened I m de a study of the brass ware artisans at Moradabad, 
of carpet weavers at Mirzapur, of silk and brocade workers in Benares and of the cloth 
weavers in Mbow in the Azamgarh district. Everywhere T found that the skilled artisan 
is without money, though apparently he seems to be living very well. 

Khan Bahadub Saitid Abu Muhammad. 
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6. 1 have also studied the condition of Muslim government servants in 

the offices, both iu urban and rural areas, and 1 have been struck by the 

outstanding fact that a Muslim official will not live within means and will 
not pay due attention to the growing needs of his family : c.p., education of his 
children. He is utterly oblivious of the fact that in his case a time is sure to come 
when on retirement his income will be practically halved. Generally sjieaking, therefore, 
the lot of a government servant is a hard one and he has to a great extent to thank 
himself for it. 

7. The grow'tli of communal feeling in recent years is also resjxmsible for the 

non-employment of Muslims in capacities such as karindds, sipahis and chaukidars in 
the service of Hindu landowmers and moneylenders who now prefer to employ their 

own co-religionists. Tlie same feeling is also noticeable in villages wdiere Musalmans and 
Hindus owned land in partnership, and the result is increased criminal and civil litigation 
which ultimately loads to the alienation of small shares in properties (n\ned by Muslims. 

8. Before concluding this note I must add that the number of unearning members 

in a Muslim family is larger tlian in other communities. These are a great drain on 

the resources of the family to which they belong and help greatly in imiKwerishing the 

general position. 


Zhan Bahadur Saiyid Abu Muhammad. 
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Khan Bahadur Saiyid AIN-UD-DIN, B.A., Provincial 
Civil Service, United Provinces. 

Memorandum regarding the causes of Muslim indebtedness in the United Provinces. 

I ILWE bt?en asked to prepare a note on tbe causts of MusUin iudelitedness. I am 
afraid 1 am not competent to deal with a question like this, because 1 am utterly 
i<,niorant of the economical questions. >Jor am 1 familiar with the general ecomonie nui- 
ditions prevailing in this country, or ft>r the matter of that, in any other country. My 
note will, therefore, he based not iiixm any siatisHes, but U|X)Ct tlie result of experience 
gained as an official coining into daily contact with dilTercnt classes of people during the 
past 22 years. 

2. My own impression is that the Muslims as a class do not realise the value 
of money. They are not conscious of that ftxjling of satisfaction which one must tmter- 
tuin when he is able to set apart some money for tbe rainy day. The mode of living 
of ail average Muslim is genenilly biglier than what his income justifies. He is ignorant 
of or indifferent to the primary rule that one should balance his exj>enditure with his 
inc<mie. He is incapable of differentiating between avoidable and unavoidable ex])endilure, 
and his general belief is that any expenditure over and above the income should ordinarily 
Jbe met by borreming without regard to tbe means l)y which the debt can be paid. 

3. Tbe principle underlying the Muslim law of inheritance is undoubtedly baaed on 
justice and (‘quity, but s<uTiehow or other its working in modem time has indirectly been 
the cause of Muslim poverty I do not blame the law, but 1 certainly think that the 
indioayncrasics of Muslims have hel[>exl in creating a doubt in tbe minds of non-Muslima 
that there is something radically wrong in the Muslim law of inheritanco. If in a Muslim 
family the father enjoyed the income of one thousand rupees a month from the landed pro- 
perty forty years ago, his half a dozen sons and grandsons find it irnpossilile now to 
make the two ends meet. The reason for this appears to he that these sons and grand- 
sons having seen the palmy days do not cease to indulge in the luxuries of their father’s 
"time when there was no division of property. The result is, that althougli the income 
of one thousand ru[>e€?8 has tieen divid(Ki into six shares, the expenditure of each of the 
six co '^harers is more or less on the same scale as was the case in the time of their 
tather. Ka<*h one of them has to meet the expenses of marriage nnd the demandK of his 
womenfolk for iewellery and clothes on the same scale as existed before the division of 
the property. The establishment and expenditure on entertainments also remain tbe 
same. The income of a co-sharer not being sufficient enough to meet all these charges, 
the excess expenditure is met by borrowing. The primary remedy of curtailing the expen- 
■^iture in order to bring it within the income is completely ignored, hecaust* the idea upper- 
most in the mind of each m-sharer is to inaintain the izzot of the family by keeping up the 
traditions established by the father and grandfather, without regard to the fact that he does 
not popsess their income or resources. This t«ujtinues from father to son and son to grand- 
son, while the income decreases in each case, every time one of the six inheritors dies, 
and is succeeded by one or more of his own children. Perhaps such a result would not have 
ensued if the property had remained intact in spite of the efforts of the inheritors to 
maintain old traditions; or, at anv rate, things would not have come to such a pass if 
eac*h co-sharer had kept his expenditure within his income. The example that T have given 
is common in almost every landed class Muslim family in these provinces, with the 
exception perhajMi of the big faluqdari families in Oudh and those znmindar families in 
the Agra province who have taken advantage of the provisions of the Fletth*d Estates Act. 

4. To approach the vi’-age moneylender is the only solution of the financial diffi- 
culties in which Muslim zaminJar families get involved owing to their extremely stupid 
and ruinous ideas of keeping up old familv traditions and customs. They pay exorbitant 
rates of interest because the moneylender knows that he can afford to be as exacting ps 
fie likes, and does not naturally miss bis chances of making the maximum profits. It 
Khan Bahaditb Saiyid Ain-ud-dtn. 
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iH reaily difficult to underBtand the mentality of these men who would willingly agrees 
to pay whatever rate of interest is demanded, but would refuse to take a pie as interest 
if the position were reversed. There is quite a large number of Muslims who would go to- 
the extent of even refusing to take profits on insurance policies because it is considered 
tt sin, and there are souie Muslims who do not claim interest on arrears of rent or 
profits when suing in court. The same is the case with the interest allowed by re- 
cognized banks. I am not concerned with the religious aspect of this scruple, but from 
the worldly point of view it is suicidal. 

6. Another reason for Muslims of the zammdari class so easily getting involved 

in financial troubles is the lightheartedness with which they indulge in litigation. The 
preliminary advice for launching of litigation is generally given by the village money- 
lender and is willingly accepted. The wrath of a petty Muslim zamindar is easily aroused 
even on matters of minor importance. The cause for this is the same silly idea about the 
old family izzat. If a tenant has the hardihood to refuse to work for his petty zamindar 

he must be punished, or if a neighbouring landlord has refused to allow' the cattle of 

the zamindar to graze in his pasture, he must be brought down to his knees. In both 

tht^se cases it is not uncoinnion to use criminal force and thereby invite trouble wdth the 

police. If discretion must have the better part of valour the best legal advice must be' 
sought and obtained, irespectivo of any consideration for expenses, or for the resultant 
gain in case of success. Tlje village moneylender is there to finance such schemes, and 
hence there is no anxiety for finding money. As for its repayment, the idea seldom or 
never arises as long as the immediate objective is gained. This is the true picture of a 
typical petty Muslim landlord living in the rural area. 

fi. I do not say tliat there are not such spocurnens of humanity amongst other 
classes of people, hut with a Muslim borrowing money has become almost a part of 
his faith. In my opinion the cause of this economic rashness is the general deterioration 
brought about by want of education, especially in rural areas, and ignorance of the rules 
of business due to a natural inaptitude of Muslims of this province for trade. Very few 
amongst them take to trade owing to (he foolish impression, now happily dying dowm, 
that it is not a respectable profession. Moneylcnding cannot bo a profital)lo business 
for them as long as the taking of interest is considered a sin. Wliib* tljcreforc there is 
every tend«‘Jicy to borrow', there is nothing tio make up for the loss that this practice must 
necessarily cause. 

7. T tliink this demoralizat ion is the result of the (‘ausc.s that l)rought about the 
dowuifall of the Muslim })ow'er in India. Another nation would liave by now come into 
fts own by making an effort to advance in education. But in the case of Muslims they 
set their faces very ol)stinntely against modern education, till only about 50 years 
ago, when a beginning was made. It may be that as they advance in education the 
present state of affairs will improve. But the effects of the past indifference must 
continue as long as the ground lost during the first hundred years of the downfall' 
of Muslim fKiw'cr is not regained. It is also possible that by the time this state is 
reached the disease may become incurable, or the patient may be dead. 
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Mr. L. OWEN, I.C.S., Settlement Officer, Bara Bank!. 


Replies to the questionnaire. 

I. — Agricultural credit and crkdit FAciLrriKS. 

Part A . — Agricultural borrowing for purposes of production. 

Question 1. — It was ascertained that tenanls borrow'ed from the foUowing eourtvs 

(i) Landlords (19 per cent.). 

(ii) Other tenants of tiie village (20 per cent.). 

(iii) Mahajans of the village (10 p(*r cent.). 

(iv) Other sources, e.g,, outside mahajans, eo-operalivi? hanks, etc. (45 i>or 
cent.). The lK)rrowing from c<x>perative banks, however, is very small. 

Debts are contracted for the following purf)os€*8 : — 

(i) i’ayment of rent and other agrieijliural necessities — 73 per cent. 

(iii Marriage and festivals — ‘2d prr cent. 

(iii) Illness — 2 per cent. 

tjv) I’ersonul extravagance — 1 per cent. 

(v) Litigation — I per cent. 

Question *2. — Tin* general rate of interest throughout the district is 2 per cent, 
per inensem for cash advances. 

When seed is juivanced, lialf the total amount is added to the ainoimt; advanced, 
1 , 1 *., the intercut is .ihoiit 50 [mt cent, for the four or five months wdiich constitute the 
pcruKl betwcf'ii the date of borrowing and the harvest. 

In the (8se of other loans in kind the interest is 25 per cent. T have eomc across 
cases in which the moneylender has taken the tenant’s thumh iinpression on n blank 
bond. In those eases the interest is only limited by the amount the tenant can pay, 
and the latter and his heirs beeoine to all intents and purposes tlio mom*y lender’s slavefi. 

In my opinii'n the rates of iiifere.st are exorbitant, as the tenant’s reluctance to 
leave the village in which he lias been born is well known and the security is reasonably 
good. The present rate of intercHt constitutes an intolerable load which even a w-ealthy 

man would find diflicult to bear. On the other hand, it probably deterfl the peasants from 

rashly incurring debts, as the consequences are disproportionately sevt're. This may ac- 
count for the fact that, in spite of the harsh rent-rate prevailing in this district, 
roughly two-thirds of the tenants claim to be free from debt — which is miieli more than 
can be said for the landlords. Interest at the rah* of 1 per c,ent. per mensem is a sufifi- 
cient return for any money in my opinion. 

Question 3. — It is undoubtedly correct to say that the better the title b) land 

the greater the indebtedness.’ The srnall landlord gets into debt as a matter of courtie. 
He can always raise money by mortgaging or hypothecating his land. Tiie rate of 

interest for a mortgage with possession is eight annas per hundred rupees f)er mensem, 
while that for hypothecation varies between Re. 1 and Re. 1-8. No small landlord 
w’ould dream of denying himself some little extravagance merely because be had n*>t got 
ready cash at the time. Fntil he is smashed beyond all ho|>e of redemption he has all 
the pride that characterises tlie landed class of every country. 

Part C. — Extent and nature of agricultural indebtednesH. 

Question 1.— -In this district ’’oughly 65 per cent, of the tenants claim to be free 
from debt. Those w*ho admit to o ing indebted are involved to the following extent 
Sixteen per cent, to the extent of one year’s rent or leas. 

Twelve per cent, to the extent of between one and two years’ rent. 

Seven per cent, to the extent of more than two years* rent. 
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Tfnants having a smaller area than seven acres of land — and this constitutes by 
far the greater number — have a very bard time to make both ends met. In this district 
75 jx^r cent, of the tenants have only five acres to live on. For them life must be a 
constant struggle. When a tenant can get more than seven acres of land he can, if he 
is tt good farmer, make a reasonably good living. 

Question 2. — The principal creditors are professional moneylenders among whom 
1 include nut only banias and tradesnien, but Kurmi farmers w’ho have acquired a little 
capital and Jiave made jnoneylending a profitable side line. About 00 per cent, of the 
total debt of the pe.isant community is owned to moneylenders. 

Question 3. — There is a tendency for Vaishes, Haiwais and other non-agriculturul 
classes to acquire land; but this is a slow process which will quicken up. I do not 
consider that the condition of the land is affected thereby as the actual cultivator remains 
the same and he is only affected by the amount of rent he has to pay. Where the sir und 
khudkashl — the home farm — is transferred, there may be an actual improvement in the land 
which is sublet 1<j efficient tenants instead of being cultivated by an inefficient landlord. 

Questkm 4. — I would estimate that 98 per cent, of the landlords in this district 
are indebted. 

Question 5. — The principal cause of indebtedness among the taluqdars who have 
allowed debts to accumulate is chronic laziness. The administration of large estates is 
left entirely to low paid servants who enrich themselves at the expense of their masters. 
1 have come across instances where the landlord did not even know how many villages 
he had got. In the case of smaller landlords the natural increase in the size of a family, 
generation after generation, with the resultant sub-division of an estate into many minute 
parts, has resulted in real poverty. Marriage ceremonies, litigation and personal extrava- 
gance are the principal causes of debt (in the order named), but I am unable to give a 
reliable estimate of the amount of debt due to these causes. 

A further cause of the decay of many old Thakur and Muhammadan families 
is found in the changed conditions that followed the Mutiny. These all belonged to 
war like castes and in former days relied on service in the army, or, in the case of 
Muhammadans, at the royal court, to supplement t)ie income of their estates. The 
latter career disappeared with the annexation of Oudh, while the former is greatly 
restricted ; so that the small co parcenary bodies which were dependent on them and 
have been unable to adapt themselves to changed conditions have now fallen on evil days. 

Question G. — The landowning classes pay the same rate of interest as the tenants 
when they deal with local moneylenders. 


(For oral evidence see pages 173 — 82.) 
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ORAL EVIDENCE. 

Lucknow, February 3, 1930. 


present ; 

Mb. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.o. ... ... Chairman. 

Rai Bahadur Baru Mohan Lal, m.a., ll.b., m.l.c. 

Mr. Mohan Lal 8ah, m.a., ll.d. 

Dr. Radhakamal Mukrrjhk, m.a., rh.D. ... ... ... Membvn, 

Rai B.ahadub P.^ndit G. S. Upaduya, b.a. 

Mb. Lakshmi Da 8, a. a. 

Dr. L. C. Jain, m.a., ll.b., pIi.d. Secretary, 

Sir Puriihouiindas Thakurda^, kt., u.l.R., m.r.i:., m.l.a,, Acting CHuiiriuan, and 
Mr. V. K. Aravainndiia Ayaiigar, m.a., c.i.k., StxTctary, Indian Central Banking Eni|»iiry 
were uUo present. 

: Mr. L. Owi:n, i.c.B., ifefft/emcrit Officer, Bara Banki.) 

The Chaiiiinin : I think it was in 1927 that the seltlenient ofiiccrs received orders 
from tlie Board of Jievenue that they were to make cortain economic enquiries about, 
among other things, agricultural indebtedness. Would you tell ns the exact nature of 
those orders? — I have not brought those orders with me. 

How did you proceed? — We had to make an enquiry as to how many of the agri- 
culturists, tliat is tenants as opposed to landlords, were indebted, namely, u bother to 
the e.xtent of one year’s rent or two years' rent, eto., and how many were not indeht.ed 
at all. We were told to find out wliat the causes of the indohtt^ilnesK w^ere and who 
tIio.se w<*re to whom they witc indebted — whet her they were indebted to the 

landlords or lo the muhajans in the village or outside it. 

V<iii had to tale these figures by certain groups of eastes? — Yes. 

WliK! was the extent of that inquiry?— I made emiuiries in two tahsils. In the 
first I had it done on the basis of taking the ease of one tenant out of every ten, hut for 
the other talisil I had enquiries made from every tenant throughout the tahsil, without 
any exception. We had more time in that case. But for the first we had to rush through 
as the orders came late. 

The next point is, wlio actually made those enquiries? — Tic actual enquiries were 
made by the patwaris and qanungos under my instructions. 

Did you check them? — Yea. 

And your assistant also? — Y\*8. 

Are you satisfied on the whole that the resJilts represent the truth? — Y'es, on the 
whole the results arc fairly accurate. 

One knows that no perstin is willing to disclose too much of his private afFairs, 
but we also know that in settlement every landlord or tenant makes himseir out to be 
as badly off as jiossihle. Probably the two inferences will counteract each otber?— I 
think so. 

In those figures which you have sent us there was an extraordinarily large per- 
centage of debt-free holdings. — (T ^fness) Sixty-six pcT cent, roughly. 

In the first place, you will admit that in making an enquiry of this type into debt 
much depends on the time when you make it. For instance, after the rabi when the 
short-term debt is probably repaid your proportion tietween the two kinds of debts will 
be upset? — Yes. 
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What tirae did you make enquiries? — It was made before the rabi harvest was 
^collected. 

At the end of the cold weather? — Yes. 

When the debt is worst? — Yes. 

Worst because it has been accumulating up till then, because a tenant has also to 
borrow for subsistence, and because it so happens that this is the usual marriage season. 
Bo that we may lake it that your figures represent something worse than the mean between 
the highest and the lowest? — It is about an average of the tenants over the whole year. 

Another iK)int that we have to remember is that it will depend very much on the 
circumstances there were. Bara Banki, so far as I know, was not very badly hit in 
1928? — Not only in 1926. It was hit again towards the end of 1929, and it was then at its 
worst. 

Most of the figures were previous to that? — Yes. 

Bo that when we compare your figures with those of other districts we have to 
take into account that your figures were not taken in li^29 but in 11)28, when the debt 
was not so high simply because there was less need to borrow? — The figures for 1929 were 
similar to those taken in 1928. 

You did take figures in 1928 and in 1929? — Yes. 

We come to this point, that your figures are very favourable. I mean all the dis- 
tricts like Partabgarh, Bae Bareli and Unuo are decidedly better off than the rest of the 
province ? — Yes. 

In this particular tract and all those districts the figures Are more favourable 
beoause the agricultural cemdition was beytter there than what it is in the rest of the 
province. Is that your experience? — Partly to that and partly to what I have suggested 
in my note, namely, Uiey have less to borrow on. 

I was corning on to that. We can take it that this particular tract is better 
than the other parts of the province. I think Bara Banki is a good agricultural district. 
You have not only good land, but you have a good brand of cultivators there. — 
(IVitnes^') Yes. We have Kurmi ultivators who are experts. 

You made tlie j>oint both in your note and the rent-rate reports that one cause 
for freedom from debt was inability to secure loans. — (Witness) Yes. One of the 
reasons why they were not indebted so much was that the people would not lend to them. 

Yo usay in your note : — “The present rate of interest constitutes an intolerable 
load which even a wealthy man would find difficult to bear. On the other hand, it 
probably deters the peasante from rashly incurring debts, ns the (xmsequences are 
■disproportionately severe.” In other words, you mean that the conditions of raising debts 
in Bara Banki are such that nobody w’as going to borrow more than he needed? — 
Partly that and partly on account of the fact that he cannot get it because he has 
got nothing to offer in the way of security. 

It wrorka both ways. He has got to be careful because he is going to be in a 
serious position if things go wTong, and also, having a small security, actually he 
cannot get money?— Yes. 

From some of your figures here we find that the percentage of debt-free tenants 
is just as high amongst people who have small holdings as amongst the rich. 
Amongst those who have 2 J acres or less than that, the proportion taken for the whole 
tahsil of Fstehpur is 66 per cent, debt-free. — (Witness) Yes. 

Dr. Radhakamal Mukerjee : You attribute this to W'ant of security? — Partly to that 
and partly to the high rate of interest. Once they get into debt they cannot get out 
of it. 

The Chairman : Partly also to better agricultural indnstrv? — They do manage to 
subsist on extremely small sums. Take the Kurmis who have holdings of under, 21 
acres. They are 64 per cent, debt-free. 

There may be a side line.- Not very often, but in the Tarai the Ahir or cattle 
breeder looks on agriculture as a side line. 

Mb. L. Owen. 
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Hai Bahadur Babu Mohan Lai : Do you agree wi:h me that tenants who have got 
small holdings do better farming than those who have got big holdings V— In order to 
farm badly you must have a really big hedding. There are very few jioople who have 
,got more than *20 acres, and up to this it is not difficult to farm well. Moreover, if 
they had got more land than they can cultivate themselves, they sublet it at a higher 
rent than they themselves have to pay, so that tlie sub-tenant in turn has got to 
do more intensive cultivation. 

Can you say from your experience whether there is any difference between the 

-cultivation of those w^ho have got big holdings and the cultivation of those who have 

got small holdings? — I have not noticed any difference. 

Rat Bahadur Pandit G, S. Upadhya : Intensive cultivation rests with the class of 
agriculturists ? — Yes* 

* Dr. Radhakarnal Mukerjee : You indicate that the subsistence limit is five acres? — 
YVhen a man has got less than five acres, I think that the margin of safety for 

bad years is very small- He is living up to his income from year to year. 

You also indicate that a large percentage of tenants cannot be debt-free when 
their holdings are undersized? — I did not say that. From five acres uj) they can 

manage fairly well; but if they have less than five acres it is a struggle. 

Apart from the (jiiestion of security, what will bo the rough percentage of the 
number of holdings in your district which will be less than five acres whicli you may 
regard a.s an econom c liolding? — 67 per c-ent. of the holdings in our district are below 
-five acres. 

The Chairman : 1 think you regard an economic bidding as one which enables 

one to live in reanonable comfort. What the Doctor means is a subsistence holding. 

Dr. Radhakamal Mukerjee : You have said in your note : — “Tenants having a 
smaller area than seven acres of land — and this constitutes by far the greater number — 
have a very hard time to make both ends meet. In this district 75 pc‘T cent, of the 
tenants have only five acres to live on. For them life must be a constant struggle.” 
Probably your ei^timatc is that five acres would l)e just the size where both ends 
cannot bo met? — This was worked out in one particular tahsil. 

Do you think that such under-sized holdings — you may estimate them at five or three 
acres — ought to be exempted from land revenue just as we exempt income-tax certain 
inwjines which are below a certain standard, and that such holdings may bo exempted from 
enhancement of rent? Suggestions like these have been made in other provinces. — 
(Witness) I do not think that it would w'ork in this province. There may he a difference 
between tins provinc^e and other provinces. If you say that people whose holdings are 
less than five acres should not have their rents enhanced, you will hit every single 
landlord in this province, and it would be hardly fair, because as time goes on the 
value ' of land increases. There are various factors to be considered, and naturally 
the landlord is entitled to get a corresponding share in the increased value of the 
land. 

Tf a tenant has got an under sized holding, do yiu think thalt it is right and 
fair that he ehoiijd he asked to pay more rent? Ruppose we use fresh canons of taxation 
and make taxation more equitable? 

The Chairman : What you are asking, Dr. Mukerjee, is a very big question. 1 
may make it clear in the first place that the tenant pays no taxation at alh-^dVitnees) 
That is the theory: he is actually paying. 

In theory he is paying. The result of the proposal would be that the finant 
ultimately will get a part of his holding for nothing. Is not that the logical conclusion 7 
Bupposing a tenant has got five ncres and two and a half acres is to be free from rent. 
He will get about two and a half acres Witness) That has really happened in 

certain estates. This idea of not enhancing rent of tenants has been pushed to it* 
logical conclusion in certain estr *s under the Court of Wards where the tenants are 
actnally bolding some land reni iree. Suppose they have 35 acres. They Sublet 
about 20 acres for more than the rent that they are paying to the landlord, and they 
Are not only making a profit, but they have got the land, namely, the remaining 15 acres, 
"which they actnally till, rent-free. 

Mb. U f>irsB. 
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Dr. iiadhakamul Mukerjee : But the tenant of an under sized holding has not much 
gurpitts, and eBpcciaily m years of scarcity he is drfven to great straits. What soil 
ol protectiuii can we give liiin? — We have tried to protect him by legal methods. Jb’or 
instance, a Bent Act has been passed largely in the interest of the tenants. If that 
could be adequately worked and if the tenants themselves were to appreciate to the 
full the amount of protection that has been given to them, 1 think they would 

probably be adequately protected. 

The Kent Act does not adequately protect them against enhancement of rent? — It does. 
When once an eiihaucement has taken place no turther enhancement can take place 
for ten years. If there is any dispute between the landlord and the tenant about 
the enhancement tliey can go court. In court the rates fixed in the village by tlie 
roster officer will be enquired into. The only trouble is (and I kmow it because I waa 
also roster officer and 1 fixtnl rates which 1 considered just and fair for every village) 
that no attention has been paid to it because no dispute lias arisen. Either the 
tenants do not realize this or they are afraid of asserting their rights. The result is 
tliat they simply agree to pay rent 33 J per cent., more than 1 have fixed as the 
reasonable rent. Wc cuimot do anything where there is an agreement betwetm the 

landlord and the tenant. 

Are these agreements quite common in your districts? — Very common indeed. 
If it had not been so, there would have been very little enhancement of rent. 

The Chairman : Your flat rates, however satisfactorily they were w^orked out, 
do not discriminate between holdings above five acres or below five acres? — No. 

Dr. Hadhakamal Mukerjee : For holdings below^ five acres should not there be 
any siRicial protection? — No. 

Would you suggest on what lines we can modify the rent-rates and the settle- 
ment metluKls? — The protection is already there, but it is not used. You cannot stop 

legally an agreement between two ])ersons. If there is any dispute iH^tween tlie land- 

lortl and the tenant tliey can go fo court and there the projection is complete. The 
court looks at the rates proposed for the village, and probably finds that no increase 
is due. 


The Chairman : If it is a fact that tenants are freely agreeing to rates above 
yours, does it not suggest lliai possibly your rates, wlien considered in flic light of 
economic factors as opposed to revenue factors, are too low% that is, they can pay 

more renl than yon fix? — I think they are gambling to a certain extent. 

No doubt they always do that. It is my experience also. We all know that 

our circle rates very seldom represent anywhere near wliat you ni’ght call economic 

Tents. They are always lower. — (lYifne^s) They are bound to be low^er because any 

officer who is going to fix rates as betw-oen landlords and tenants will see that he is 
on the safe side, and he must allow- himself a margin. 

Fixactly, that is what I mean. Therefore it eoines to this thait people who are 
prepared to pay high rents are pretty sure that they will be able to do so?— I tliink 
they pay rack rents already in many small farms. 

Dr, Hadhakamal Mukerjee : Don’t you think that in your district the pressure of 
population on the land is so great and the clamour of tenants for holdings so much that 
these agreements for rents between landlords and tenants and the agreements for nazranas 
are inevitable?— That is one of the causes of nazrana. There is nothing about the 
nazrana to be concealed. Pressure on the land is the ultimate determining factor. 

The desire for more land? — When a zamindar is worried by three ot four 
tenants over a particular holding he w-ill auction it out and would give the land to tihe 
man who bids the highest. 


The Chairman : Nazrana is really a premium.— (PFtfne^jf) Yes. 

' Hai Bahadur Babu Mohan Lai : One ptunt which my friend has not been able 

I to you is, would you recommend that under- 
sized holdings, that 18 below two acres, should bo revenue- free ; and how should the 
kms thus rmised to the Government be made up? Is it to be made up bv tapping 
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other sources of iaxstion? — As loog as rent is being paid aud as long as land revenue 
is fairly estyimated I do not see very much harm, but I do not know the tenanit aa 
such is going to be affected. 

He will be affected. Suppose you make a rule that a tenant will have to pay 
his rent less by the amount paid for revenue. Then his land will be free fn>m 
revenue. — (Witness) 1 do not think it is desirable. 

Suppose we may make a rule that to the extent to which this land will be 
made free from revenue the actual rent of the tenant will be lessened by that amount? — 
You will have the same difficulty as you have now. The pressure on the land is great. 
Tenants are anxious to get land. They will come to an agreement with the landlord 
to pay the same rent, and you cannot stop them. 

Dr. Radhakamal Mukerjee : That would be illegal? — That is so, but how will you 
stop it? 

Rai Bahadur Bahu Mohan Lai : Leave aside the question of illegal things. Taking 
everything as legal and nothing illegal, would you reo^^mmend this measure and would 
you suggest that the Government may tap other sources of taxation? — If I thought 
that the tenant was going to benefit I would recommend that. But I am perfectly 

oonvinred that the tenant \vould not benefit, and I would not, therefore, make thal 
recommend ation * 

Dr. Radhakamal Mukerjee : May I put it to you this way? If the land is revenue- 
free, the tenant with an agreement with the zamindar will pay the same rent, and the 
zamitidar will rot have to pay levenuo on that land, so the benefit will go to the 

zamindar and ih;j Government will lose : the tenant will not benefit. The benefit to 

the zamindar would be illegal. — Yes. But how are you going to make this 
illegal ? 

Nazrana is illegal. — (Witness), No. It is not illegal. 

Mr. Salt : What is the proportion of indebtedness to the agricultural and non* 
agricultural moneylenders or mahajans? Can you give ns a rough idea? — What I have 
said is that to the outside mahajans who send round their agents the proportion is 45 
per cent, ond to the purely agricultural people, tlie local village bania, tlie landlord 

and his brother cultivators it is under 65 per cent. 

The Chairman : Ym have ifc here n»t the beginning of Mr. Owen*8 writton 
evidence. You take the first two together. landlords and tenants, and you get 45 
per cent. Tiiese are agriculturists. Now take mahajans and outsiders and it is 55 
per cent. 

ilfr. Sah : Village wnhajans are very often agriculturists themselves. What 
castes are thev? — Generally Brahmans or Knrmia. 

The Cftnirmon ; There one thing which I should like to get absolutely clear 
from you. Yon do not consider five acres to be an economic holding? By economic 
hold ng T mean a holding which will enable a man and his family to live on it — (Witness} 
I think my figures point out that this is not correct. But what I was c>on8idering was a 
holding which will allow him a certain amount of comfort. 

Dr, Radhakamal Mukerjee : Yon say seven acres. — (Witness) Seven acres was 
worked out in one particular tahsil. That wontd give wrong results. Bubsequently I 
worked nut the figures for the whole district, and T think it is not seven but five. 

It is a very serious thing if 76 per cent, holdings are below five acres. — (Witness) 

Yes. 

The Chairman: How many of these are below subsistence level? — Not many. 

Dr. Radhakamal M^tkerjee : You have stated that 75 per cent, of the population 
holding only five acres of land have got to work hard for their living? — Yea. 

The Chairman : That does no*, constitute an economic holding. As regards an 
economic bolding T agree vith Mr. f^r^^kl^nd that th''ro ’S no such tb»’ng in tb^ 
abstract. It is a nuesHon of fact in each individual case whether a ?>articol^r holding 
can or cannot snuTvirt the agriculturist who coltiv»*^e8 it and his familv in the way 
socustomed. Thus 50 seres may not he an economic h^'lding for a graduate 
requiring the luxuries of a town; while it may be more than enough for the village 
Mn. Ij. Owbh. 
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ChAUjar. The amount o£ labour that can be put in is also an important factor; the kind 
of cropa that the hoiduig can grow is another; the extent to which the production can 
be increased by the application of science is the third; transport and market facilities 
must also affect its size, and so on. The value of the produce of one acre may well 
be anything from one to one thousand rupees, and the economic holding may be any- 
thing from one-tenth of an acre to 100 acjres, or even more. 

Bai Bahadur Pandit G, S. Upadhya : Bo far the Bara Banki district is con- 
cerned it applies, but lie is not generalising. 

Mr, Sah : Would you agree that the present raite of interest is due to the flimsy 
nature of the security that the tenant can offer? — It is pre^'y lugli f< r the landlords 
themselves. ** 

Dr, Radhakamal Mukerjee ; 1 will come to the landlord later. As regards iho 
tenant il is high because the security is flimsy? — One is related to the other. If the 
landlords can give good security and still have to pay ‘24 per cent, and the 
tenants also pay 24 per cent., it slunvs that J^Jie tenant does imt pay higli iutcred, merely 
IxioauBe the security is flimsy. 

Mr. Sah : Then it is the case that the security .is flimsy, l)ut that the 
money is scarce? — Money is scarce, and the landlords also have to bnrr;.w. 

Sir Purshotamdaf! Thakurdas : In your answer to part A, (juestion 1. you say tituler 
“other BOurcea,” “outside mahajans, co-operative banks, etc., 45 per cent.’' Could you 
divide that between the two? What is the percentage of co-operative hanks and that 
of outside mahajans? — I cannot. 

Ihuighly?— Roughly, it would be one-third and two-thirds. Itoughly, T think 
the amount due to co oyierative banks would probably not more ilian 10 ])C‘r cent, 

out of the 45 per cent, mentioned by me. 

To outside mahajans 35? — Yes. 


Now why do outside mahajans c rue in when other tenanis of tljo village arc 

mahajans and landlords [ind have some money? Is it because they hfiv{? not more to 
give, or because the security is loss and not good enough for them to advance on? — It 
may be either. 1 think probably the outsidti' mahajan will sometimes advance money 

where tlie village mahajan^ wlio knows his personal credit, will not advance any, and 

some of the mahajans that we have got going roin^d are perij)alefic mahajans, wliu 

are up from the fruitier and who have generally gid means of .squeezing money null 
of the tenant, which the o'. hers will not employ. 

Dr. Radhakamal Mukerjee : You mean A(jhas and Kabulis? — Yes. Tin* frontier 
men. They are called Kabulis, 


Sir Purshoiamdas Thakurdas : Would it then be a correct inference that if they 
can offer the hes!; security they get money from nos. 1, 2, 3 and the co operative societies 
and’ the outside mahajans come in when tliey have not good security to offer? — Well, 
not always. Rut I certainly Miink that wdien they have gof the best security they get 
loans from nos. 1, 2, 3 and co-operative societies. 

Do you think that outside mahajans wmuld come in even if nos. j, 2 [ind 3 in 
your list have money to advance? They would not lake the risk wdiich the outside 
mahajan is prepared to takc?~-I think that if the local people were prepared to lend 
money these tenants would never go to o^tsido mahajans. 


My tpiestdon is whether jios. 2 and 3 consider the socuritv adequate or not? 
They may have money, but may not advance more thai:! tlie securitv/so that w^hen these 
people want more money they go to the outside mahajan?^Yes. 


Therefore outside mahajans are niyceEsary, because the security is not ^'nouffh 
for nos, 1, 2 and 3?— Yeiy possibly. 

With regard to yoi^ reply to question 2, the advances for seed appear to be atl 
a very prohibitive rate? — Yes. 

Fifty per cent, for four or five months w'orks out at 125 per cent.?— Yes. 

A co-operutive, banks undertake this work in your district?— There ar® 

seed dfepdts in certain districts. ‘ m » irn..ur inere ar© 
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What percentage o£ the total Ueuiand do they cater Tor? — I do not know. 

Mr. Sah : They advance at 25 per cent. 

Rai Bahadur Babu Mohan Lai : On the .»f(nra» system they have to I'uy 11 
Ynaund for one mauiid. 

Sir Purshotatndas Thakurdas : It means that Jtn* seed requirements the culti- 
vafcor has to pay more than 25 per cent. ; 25 per cent, for four months comes to 76 per 
cent. 


Hai Bahadur Bahu Mohan Lai : Will you not take into cunsuleration the 
different inarkct \aliio of the grain at the tmie of inlvaniM.' and that u\ tlu=> time of 

payment? Kates are higher when advances are made and lower when repayment la 
onade in Baiftakh. 

Dr. Hadhakanial Mukerjee : Bup|x>8ing y^ou bad a co-operative society or Gov- 
ernment which may buy this seed and take a profit of 10 jx-r cent, on it. Would 

it not be considered feasible? — (Witness) As a matter fact this is being done, and I 
-think it is nn admirable thing. But even that amounts to 76 per ci*nt. 

The Chairman : Yes, hut (Jo\ eminent may lose on tlnit. You lend a maund 

of gram and yiju take one and a quarter in grain; hut the pneo of the grain at seed 

lime is always M^ry niueh higher than the priee of grain at the harvest time. 

Sir Purshoiamdas Thakurdas : What is the liiffeicnco l>etwoen tho prici^ of gram 
at seed time and the harvest time? There seeing to ho a catch in it, — (irifnfA.v) I do not 
know'. 

Jiiu Bahadur Bahu Mohau Lai ; For a inuund of grain tho profit is only four 

annas. 

Sir Purshoiamdas Thakurdas : Could you give me figures? Wliai jh tho slaplo* 
fcrop here? 

Rai Bahadur Babu Mohan Lai : Wheat. 

Sir Pursholiimdas Thakurdas : W'hat is a maund of wheat worth at h irvest timo? 

Rai Bahadur Babu Mohan Lai : It is generally J?h. G per maund at sc'd time, and 
tit harvest time u is K.s. 6 per in^iund. 

Sir Purshoiamdas Thakurdas : Bo tliat maund is worth Kb, 6-4-0? 

Rai Bahadur Bahu Mtdtan Lai : Ity the sau ai eystom \ery little profit is made 
if it is returned a grain. 

Mr. Sah : 1 think the profit is liardly 121 per eent. 

Sir Purslioti^rndas Thakurdas : J wonder if the Governruent give this on the 
eawai ba.sis tliey drop money on it, 

Mr. .Sah : They do it simply for the sake of propaganda. 

Sir Purshoiamdas Thakurdas : Apart from propaganda, may I know' whether 
the Government rw'over anything as a business proposition? 

Rai Bahadur Bahu Mohan Lai : They recover grain only. 

Sir Purshoiamdas Thakurdas ; If it is translated into cash, whai will it be 
worth ? 

The Chairman : Mr. Clarke, the Director of Agriculture, has invented a nev 
system by which the seed is advanced to a tenant, and the tenant is theoretically 
^vaneed taqaei to pay for the seed. This is all worked out on the sawai system. 
Allowing for the drop in prices and the interest on the money we make a profit some- 
timea from 3 to 4 per cent, on that basis. I know it is very small, but we do make 
a profit. Yet it is risky business. The»v’ is competition with the local bania. He may 
undersell us. It is really being done li. * the convenience of the people. There is a 
risk of loss. 

Rai Bahadur Babu Mohan Lai : I may tell yon one thing lhait the rales 
igenarally at the harvest time are 25 per cent, lower than they are in the months of 
.January or Decmnber. 
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Sir Purghotamdas Thakurdas ; That I know. Is thero any poBffibiJuy of work- 
ing these seed d4p6t8 on co-operative linos? 

liai Bahadair Babu Mohan Lai : 1 have got a seed store of the co-operativ* 
society. 1 am the chairman of the co-operative society. I am advancing seed on «cha 
co-operative system. 

Dr. Radhakamal Mukerjee : You get seed from the Agriculture department? 

liai Bahadur Babu Mohan Lai : I purchase it and give it out to tenants on 
gawai and take back grain and store it again. 

Sir Purshotamdas Thakurdas : How will such system secure more economy as 
compared with the mahajani system of Lending grain on the sawai basis? — (Witness) xhat 
is the real poin:. Tne mahajan must make a bigger profit than (government. Govern- 
ment will advance seed for propaganda purposes with a narrow margin of profit, but 
the mahajan cannot afford to sufier. After ail the mahajan is working on a business 
principle and Government is doing it for the benefit of the agricultural population as a 
whole. 

If we combine both propaganda and business, do you thiuk we can secure certain 
economies for the tenants? — I think at certain times when there is a shortage of 
grain a great deal can bo done to lielp the tenants that way. But it means laying out 
a great deal of money. 

The Chairman ; A great deal is being done already. There are seed ddpdts all 
over the province. 

Mr. Sah : As regards the j»ractice of taking thumb-impressions, is that practice 
general or is it confined to few' persons? — It is not very general, but I have come 
across it in several districts. 

In case the payment is made to the borrower, does the lender take any advantage 
of liis position? 

Rat Bahadur Babu Mohan Lai : He would not take a thumb-impression on blank 
paper unless the borrower was going to fill it in? 

ilfr. Sah : Supposing the lender pays money. Does he insist upon the borrower 
writing a wrong amount or the correct amount that W’as paid as a loan? — I cannot tell 
you this. But I have come across blank sheets of thumb -impressions which are securWy 
for certain loans. 

Is this practice general? — ^I do not know how general it is. 

Can you give us an idea of the proportion of the indebtedness of the landlord# 
to the value of their property? — It was a question sent to me a fortnight ago. I have 
prepared figures, but they are very unsatisfactory. 

Rat Bahadur Pandit O. S. Upadhya : You may send them by post. 

Rai Bahadur Babu Mohan Lai : You say that holdings in your district are 7& 
per cent, wh/ch are below five acres? — That is right. 

You say that 66 per cent, of them are free from debt? — Yes. That is right. 

Then cannot I infer that it is not necessary that the holding shruld be of five 
acres before it can be called an economic holding? — That is what the Chairman*# 
argument was. Hut I do not think that with less than five acres the tenants caa 
afford to live comfor ably in the cold w'eather. They have got fix)d and a certain amount 
of reserve of that. But they have not gat cash to buy warm things. 

Dr. Radhakamal Mukerjee : '^ou have also emphasised that this freedom from debt 
is caused, among others, from want of security? — Yes. 

In other words, the peasant cannot borrow even if he wants? — ^No, he cannot 
borrow. 

Amongst these peripatetic mahajans that you have mentioned would yon not 
include the Rastogis of Lucknow? — ^Yes, they do a lot of moneylending round about 
these small places. 

Their object is not so much to acquire the land of the cultivator as to gain somn 
interest? — ^No, I do not think they ever go in for getting land. 
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Whereas the objeoi of the money lender is to acquire the land of the borrower V-* 
Certainly. The village moneylender has always aimed at extending his estate. 

You have stated that the Vaish and the Halwai of the non-agriculturist classes are 
acquiring land though it is a very slow prixreBs? — Yes. 

The Chairman : Take JN'awabganj. You say that the agriculturists, the lUjputs 
and others have all been losing ground. But the gains are not entirely to the mercantile 
elasses; for instance, we had the Kalwar going up by BOO acres, the Vaish by alnml 700, 
the Halwai by about 1,000, and so on, all small figures. I think you will admit that 
the larger proportion of the gams have gone to the larger agriculturist classes? — I have 
already mentioned in my note that the trader is gaining ground very slowly — ot 
coarse that is over a peri^ of 30 years. 

Yes, exactly. And that particular type of change from an Mgriculiurist to a 
better agriculturist is a decided improvement? — I do not see there is any harm. In one 
case there is a man getting into debt, and, when he finds himself thoroughly involved, 
he becomes a bad landlord becanse be squeezes his tenant, whereas the r)tber man who 
is acquiring land is all out to ingratiate his tenants. 

Has there been very much transfer of land from the agricultural Icnant ro the 
non agricultural tenant? — No. T think there has been very little, if any. 

It so hapixMis that for some reason they do not give the aimparative total in the 
uase of tenants as they do in tho case of landlords. — (iritritf/fj?) I doubt whether wo would 
have any at all. 

Would you Huy tlieie luis not been any iruusfer of holdings as opposed to pro- 
prietary rights? — i should say it is highly doubtful whether there has been anything 
at all of that kind. No landlord wants to have a non agricultural tenant, and 1 ihink 
I may say that the average landlord, if he had a chnnee, would got rid of the poorer 
agricultural class tenant. I lueiin he would railier have a Kiirmi than ho would a 

Tbakur, because the Thakiir has to employ servants to plough his land, while tho Kurmi 
would do it himself. I have come across instances where tho luudkird was trying 

quietly to get rid of the higher caste tenant in order to get the Knrmis fu take their 
place. 

Hr. Radhakamal Maker jee : Have you not enuue across canes where the Vaish or 
the Halwai has come in and has taken possession of the land on a sort of usufructuary 
mortgage?— Yes. That is generally the way in which property passes to the money- 
lender. 

To whaT- extent is it prevalent in your district, this system of zat’peehgi *? — It 

is very common. 

Now in these cases, don't you think that if the moneylender sublets the land 
to a third person who is not a cultivator tho land is liable b) suffer in some shapa or 

form? — He would not, because he himself suffers in that way. It is a business pro- 
position, and he is not going to do anything to cau^e the value (f the security ^0 

depreciate. Then the person to whom he sublets would be liable to ejectment at any 
iinae, as he would not have ns much interest in the plot of land as the original tenant. 

The Chairman : May I ask what type of person it is who takes 
xat^peshgi leases? If the Vaish or Halwai took a lease, would not the landlord at onoe 
«)eot him? — I know of no cases in which these people are actually cultivating the land 

^emselves or in which they have got possession of (he plot on a mortgage, where they 

have differed in anv way from the ordinary tenant. 

Dr. Radhakamal Mukarjee : These zar-peshgi leases are in the form of fictitious 
mortgages? — I have not come across any cases. 

Mr. Sah ; As a matter of fact, one thing should be borne in mind, and that 
la in your district the village monc lenders are mostly agriculturists themselves? — ^Yei, 
mostly. 

Ths Chairman : To come to this c^ber tahsil of yours. Here we find that 
macti^ly the entire gain lias gone to the agriculturist class. It is practically all 
Xiinnis and Ahirs, and the actual Vaishyas and such like people have aetnally been losing 
Ilk. Ti. OwEK. 
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ground. — (Witneis) It is possible; but, on tbe other hand, in Bamsanehigh&t their 
increase has been veiy small indeed. 

Whose increase? — The increase of the actual agriculturists, of Sunnis. 

Is there any special reason for that? — I do not know that there is really. 

Well* they never had much to start with. Here we find the hanias in this parti- 
cular case have gone up five times. — {Witness) Yes* that is right. 

There is transfer of proprietary rights to a certain extent from the old agnoultural 
landlords, the Thakurs, and so on to these VaisFiyas, these non- agriculturists, hut there ia 
also considerable transfer to the low’er social tyx)e of agriculturist, namely, the Kurmi^ 
and BO on? — Yes. 

And in so far as tliey benefit, at all events the land does not siifFir in their 
case? — No. I: depends entirely whether lie is going to take interest in the 'land and 
ke<j) his servfints under control. 

Dr. Jiadhakamal Mnkcrjec : What is the usual metliod of cultivating? is it through 
his serviini;-* o?- hy biinsclf? — Ho will not cultivate. He will sublet. 

Mr. Sah : Why not? A Kiirnii inoneylcnrler will cultivate it." — The Kurmi 
moneylender will. 

Dr. Tiadhakamal Miikerjee : In the case of the non -agriculturist moneylender do you 
regard this tendency to transfer desirable? — I sliould prefer to see the land being 
transferred to sigricultural castes. But from what I have seen so far in my owm 
district, wdiich, after all, is comparatively small, there has not been any deterioration ^ 
as the result of transfer to Halwais for example. 

So you do not advocate llie extension of the Land Alienation Act to the areas 
W’hich you know intimately? 

The Chairman : That is a l>road question which can liardiy be based on the 
condition in a few cases, — (Wit^ie.s's) I do not think that we have come to the stage*, 
at present at any rate, whore such an extension is necessary. 

Rai Bahadur Balm Mohan Lai : Have you come across any cases in your district 
!ii w’hich, if land is transferred to a Kurmi mahajan or a Vnish maliajan^ the tenant 
of the village is much more contented than the tenantry of the old znmindars who are 
In debt? — No. T have not come across such cases. 

(The Chairman thanked the witness, who wdtlidrew.) 
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Mf. a. a. WAUGH, LC.Sm Settlement Officer, Bndaun. 

ftepllai to Um quoitloiiiiaire. 


[Note. — Where figures are quoted in ttie following replies to the ^ueBtionnaire they are 
not more or less vague estimates. They are the pro<lii(‘tR of enquiries iuU» the aiao and 
distribution of agricultural holdings and into agricultural indebtedness made under'orders 
of the Board of Revenue. For the former the revistHl recxmls of two tahsila were 
examined. For the latter house-to house enquiries were made in 28 typical villages of 
4 tahails carefully sehxded by the Settlement Officer or Assistant Settlemsnt Officser aftor 
inspection of tract. In these villages inquiries w'ere complete for every house and family 
in the village, and soine 7,677 houses with a population of 81.616 were visited. 1 
1.— AORICLTLTirKAL CREDIT AND CREDIT FACII.ITIKS. 

P^irt /{. — Agricultural borrowing for purjtoses of production. 

Question 1. — In this district the agriculturist borrows from (1) other agrieoltttriata> 
(2) professional village ruoneylenders, (8) inoneylenders in towns of the distriot, (4) money* 
lending zamnidarft, (5) Government, (6) professional inonoylenderH op(>raiing over aeveral 
districts. 

He liorrows for all the purposes numtionetl in the. question except for manure^ 
agricultural iinplenients, l)mUling of tanks and agricultural improveinents other than 
wells- 


Tuking g<;o<l, bad and indifferent tracts 
oVijects rougldy as follows : — 


the debt is distriliuted among the abore 

Per oent. 


fi) Repayment of earlier debts 
(lit Payment of accumulated iuterost 

(iii) Marriage and other social functions 

(iv) Famine and other kinds of distress •• 

(v) Payment of land revenue or rent 

(vi) Baed .. 

(vii) Hxpeiises of oaltivatioii 
(viii) Litigation 

(ix) Perohaae of plough or other cattle 

(x) Binking of wells . . 

(xi) Subsistence 

The debt is dividexi among the various classes of lending 


.. 2 

*. 1 

. . 20 
15 
6 
15 

3 

8 

.. 10 
1 

.. 20 

agencies as follows : 

Per «mt. 


(1) Other agrioulturisto .. .. ..48 

(2) Professional village moneylenders • . . . 19 

(8) Moaeyleoders in towns . . . . ... • . 1 « 

(4) Moneylendtog saiistHda»*j (non-a^ricuUurists) 7 

(5) Government .. .. .. .. .. 5 

f6) Big scale moneylsnders 8 


In good and average ''acts about 7 per isent. of the total debt is inetirrad to sae^ 
and about 80 per cent, in gram. In weak tracts about 90 per cent, is to<nimd 
and about 10 per cent, in grain. All over in this district about 80 per cent, to iimtitoiB 
in cash and 20 per cent, in grain. 
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If the limit of ehort-ierm Ioann in taken as six months, about 50 per cent, of debt 
18 incurred for a Jong period and 50 per cent, for a short period in this district (weak 
tracts reduce the proportion of long-term loans, averaging 35 per cent, long-term, 65 per 
cent, short-term). I would, however, point out that to 6x the limit of short-period loans 
at six months is hardly in accordance with rural conditions. The seed loan term is com- 
monly October to May (eight months). The cash loan terms are commonly July — ^Decem- 
ber (six months) and October — May (eight months). If the short- terra period be fixed 
at eight months, about 85 per cent, loans are long period, 65 per cent, short period. 
If the short-term period be fixed at twelve months, about 15 per cent, loans are long-term, 
about 85 per cent, short-term. 

Question 2. — The common rates of interest are 20 per cent., 24 per cent, and 
m per cent. For small loans the common rate is 2 pice per rupee per mensem =6 annas 
per rupee per annum = 37} per cent. [Kir annum. 

In general small loans on a rate of interest which is nominally less than 37} per 

cent, are based on express or implied stipulations as to the price of grain at times of 

repayment, etc., which bring the real rate up to 37} per cent, per annum, e.g., khandsalis 
financing sugarcane crops cJiarge a nominal 20 per cent, or 24 per cent., but more than 
make up the difference by the low prices they allow for sugarcane juice. 

Loans of Rs. 60 or over are obtainable at 24 per cent. A moneylender operating 
over several districts lends sums from Rs. 10 upwards in multiples of Rs. 10 on a 

eystem of yearly loans and monthly payments which works out at 24 per cent, interest per 

annum. A man borrowing Rs. 60 pays Rs. 6 every month for a period of twelve months 
following the loan. 

Loans in kind for seed are generally repayable in about eight months from the 
•date of borrowing (October to May). Twenty-five per cent, interest is charged for eight 
months ( = 37} per cent, per annum). The rates for such loans may differ very much, 
but generally work out nearer 40 per cent, than 37} per cent, per annum. The rates for 
lOther loans in kind vary from a nominal 24 per cent, to an actual 37} per cent. Where 
the rate is nominally 24 per cent., the creditor usually bases repayment on an arbitrary 
nirkh for grain after harvest which brings the real interest up to 37} per cent, per annum. 

In case of short-term loans accounts are closed in the month of Aghan (beginning 
of December) for kharif and in Baisdkh (May) for rahi. Interest is charged generally 
from the date of making the advance to the date of repayment or the date of closing the 
accounts, whichever falls first. The interest is added to the principal and the repayments 
are set off against the total amount. If any amount remains unpaid the full rate of interest 
is charged on the amount of balance for the next six months. There are also cases in 
which interest for full six or eight months is charged even when the loan was taken only 
a month or two before the time fixed for closing the accounts. In case of long-term 
loans accounts are closed yearly in the month of Baisakh, and the interest is calculated 
as explained above. It is only in the case of certain big loans that simple interest is 
charged from the date of advance to the date of repayment. 

The risks taken by the lender are mainly two — (i) uncertainty of seasons and harvests, 
and (ii) absence of tangible assets and security, apart from zamindari and occupancy rights, 
in respect of which land revenue and rent payment take priority of all other claims. 

Nearly all moneylenders in this district lend with their own capital. The expenses 
of moneylending and collection borne by them are negligible. Resort to the courts is 
rare, partly from fear of the Usurious Loans Act, partly on account of court expenses. 
Publio opinion operates strongly in favour of securing repayment of loans in the case of 
reoaloi^ant debtors. Caste and village panchayats, in case of dispute, have considerable 
influence. The loss to a moneylender, in the case of panehayat settlement, is usually 
Jimall; and the great incentive for the borrower to repay to the best of his ability is the 
knowledge that if he fails to do so he will be unable to obtain loans from any lender in 
future. 

I consider that^ expenses of and losses to moneylenders from all causes amount on the 
average to c«nt. (5 per cent, in case of zamindari loans), and, at the outside, to 

16 per cent. This leaves him with a net profit ranging from 15 per cent, to 27} per cent., 
a^ averaging about 22} per cent., which I consider exorbitant for the risks involved. 
Tm greater the area over which smidl loans are distributed, the greater is the risk. High 
fates of interest began when the land revenue was a heavy tax and when tenants had no 
Mn. A. A. Waugh. 
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•ecored righte in land, or when the value of occupancy rights was iiucertain. Now (in this 
4ifitrict) land revenue varies from Re, 1-8-0 to Hs. *2-4-0 per acre cultivated and is only 
-3 per cent, to 3^ per cent, of the value of the produce. Tlio area of cultivation held in 
-occupancy right has grown, roughly, fn>in 66 per ctuil. to 65 j>er cent, in the Iasi 30 years. 
A careful and detailed estimate worked out for the district shows that the rent paid by the 
occupancy tenant represented approximately 20 |)er cent, of tlio produce of his holding 
00 years ago, and ^epr<^8ents only 10 per cent, of his pnxluce now, while, in terms of produce^ 
the prices of clothes, fcKxl and other nctossaries have all fallen. Factors which detract from 
this increased security arc (i) progressive sub-division of holdings : 37 per cent, of holdings 
in this district are now of 2^ acres or less, the figure 60 years ago being 23 cent. ; 
<ii) since 1026 occupancy rights have ceased tc> accrue by prescription, and the area held by 
occupancy tenants has begun to decline. 1 do not include as a detracting factor tin; 
decline in the fertility of the soil frequently alleged by publicists. As it ho happens, 
very careful measurements and weigliments of crops were made in this district in 1860. 
Similar measurements of recent years show a greater or smaller advance in the yield of all 
crops, irrigated or unirrigattni, in (K) to 80 years, and disclose no tendency a decline 
in produce; and this is a district wdiere the amount of iinj)rovement through Btato inter- 
vention has been negligible. 

On the other hand, lo.s.ses caused by variations of season are probably more serious 
than is generally imagined. If adverse weather conditions are continued for two to three 
seasons in succession, the losses to lenders are of necessity very Jicavy. The ret^ords of 
the district show that such calamities <xjcurred four or five times in t})e past 100 yearn. 
But, taking all factors into consideration, I consider that 10 per cent, clear profit should be 
an adequate incentive for large moneylenders and 15 tier cent, for small moneylenders to 
lend to agriculturists. I consider, therefore, that rntes of interest which arc in excess c‘f 
16 per cent, for zamindars and ‘20 per <cnt. to 25 per ix*nt, for tenants are exorbitant. (The 
interest chargeu by Government and hanks should naturally he less, hecauBc they do not 
4ake the risks taken l)y the private moneylender.) 

Purchase of stamp paj>er, registration fee, registration eonsultaiion fee and the 
flcrihe’s fee are the charges incidental to the grant of loans. Then* arc no rharges 
incidental to the repayment of loans. 

Question 3, — llie question of security depends very much ujxm the Iwrrowor’s 
reputation and resources. Generally loans amounting to Rs. 40 or less are advanced on 
the personal stxnirity of the borrower, a bond on a stainp-paper being executed in which one 
security is mentioned. Foi bigger loans from Rs. 60 upwards land is generally mort- 
gaged with or without pf>sBCsRion by means of a sub-lease which is executed in addition 
to the bond just ujentioned. In quite a number of cases the borrow’cr, in a<Mition to the 
execution t the bond, makes a **farzi** (nominal) sale of some of his milch or plough 
cattle whic h is registered in a cattle market. In all cases a bond is excTuted for the loan ; 
but no security is mentioned in it. If any person stands surety, his name is oilded in the 
lK>nd as a borrower. Standing crops, house property, ornaments or agricultural implomonts 
arc rarely given as security. 

The proposition that the better the title to land the greater th<i amount of indebtedness 
is generally true for any given tract — ^the landlord is more indebted than the occupancy 
tenant, and the occ!upancy Umant than the tenant-at-will. Oh the other hand, there are in 
this district (and in many districts of Agra pnjvince) many xamindars who are worw* 
off than occupancy tenants, while a zatnindat in a w'eak or precarious tract has more 
difficulty in raising a loan than an occupancy tenant in a prosperous tract. There is ranch 
less debt in precarious tracts than in prosperous tracts. The proposition in this question 
would, I think, be better staled as : the better the security, the greater the amount of 
indebtedness. 

The comparative extent of the iiidobtedneKs of the various classes is as follow'S : — 

liandlords ... ... ... ... ahrmt 50 per cent. 

Occupancy (and ex-proprietary) tenants ... ,, 45 ,, 

Tenants-at-will . . ... ... ... ,, 30 ,, 

The answer to the question whether debt secured on land mortgage is increasing 
or decreasing depends on whether **debi formally secured on land mortgage'* is meant cr 
‘**debt affectively secured on land mortgage*’ is meant. Effective mortgage is commener 
than formal mortgage — see above. In the case of landlords it is s matter of interest and 
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prestige to keep debts private, and formal mortgages are avoided, and, if a debt oannot 
DO paid, property is sold. It is probable that in the case of the landlord class both formal 
and effective land mortgage is decreasing, inasmuch as the borrowing classes of landlords. 
(Thakurs and MohammadariB) have lost so much land through extravagance in the last 
60 years that they are trying to conserve what is left; while their successors are largely 
careful and wealthy men. The heaviest jieriod of land mortgage in this district for land- 
lords was from 1875 to 1905. 

In the case of orciipancy tenants the amount of debt secured directly or indirectly 
on land mortgage is increasing, dne to the high rates of interest and the enhanced value,, 
as security, of occupancy rights in land. 

The distribution of debt according to security is as below — 

Secured by formal land nujitgage ... ... about 2-5 per cent. 

On personal security ... ... ... ,, 50 ,, 

Otherwise secured ... ... ‘25 ,, 

Question 4. — Tiie creditor is usually possessed of a two-edged weapon. The bond! 
places him in a iX)8ition to tile a suit in a court of law. But less than 5 per cent, of debt 
incurred is actually sued for. The sub-lease or the nominal sale-deed of cattle or other 
property is effectively instrumental in enforcing payment of debt. Whenever the payment of 
debt is withheld, the creditor first of all geeks the help of local influential persons, who 
generally form a panchaijat and decide how ami what amount is k) be repaid. Social rules 
generally make it binding upon the parties to accept the decision of the panchayat. Recourse- 
is had to courts ()f law' when the panchayat fails. 

There is a difference of about one anna in the rui>ee in the rate at which the 
cultivator borrows grain and the prevailing rate for the same variety of grain in the market 
at the time of borrowing. As for repayments the practice varies. The general practice is 
that the rate of grain prevailing on the llth day of Aghan (last week of November) for 
Jfliarif and the third day of Baisakh Sudi (some time in May) ior rabi is the rate at which 
repaymentH are made. The former day is called ''maragsiri" and the latter *‘akhteej/^' 
But in practice the creditor is usually successful in fixing rates even more favourable to him, 
and tlie difference between the borrowing rate and the repayment rate is, in normal years, 
from GJ j>er cenl. to I2i per cent. Owing to goo<l means of communications (railways, motor 
lorries, etc.) the cultivator lias no difficulty in ascertaining what the prevailing rates in the 
market are from time to time. Normally the tola or Aveighman is an authority, but 
nowadays cultivators know as much as he does. News of changes in the nirkh is carried’ 
into the dihat daily. 

Question 5. — In answering this question I distinguish between loans under the Agri- 
cultarists Loans Act and the Land Improvement Act where it seems necessary to do bo. 
Otherwuso the answers apply equally to loans under either Act. 

In this district the cultivator takes every rupee of tnqavi he can get. The demand is 
limited only by the supply. Tlie^only difference betw’een abnormal and normal years is 
that the supply is expected to be greater in abnormal years, and the demand is pro tanto^ 
more insistent. 

The more serious defects of the taqavi system seem to me to be — 

(1) Money is seldom available at the proper times, espt'cially in periods of scarcity. 
For instance, seed for rahi is required in Kuar, and cattle are required in July. Taqavi 
for 8e.ed or cattle purchase on any substantial scale is, in my experience, forthcoming only 
in times of scarcity. But, unless the monsoon is a pronounced failure from the start, 
it is only wdien the monsoon is over that taqavi is available ; and the amonnt to be allotted' 
will probably depend on a detailed inquiry as to the outcome of the kharif harvest. The 
result is that proposals reach Government in November and allotment is received and" 
distributed in the course of the cold w'eather long after the time of sowing rahi and long 
before the cattle markets (July) begin. 

(2) ,The amount available is usually insufficient, particularly in times of scarcity. 

(3) The inquiry preceding the distribution is imperfect, not as regards the need for 
relief, but as regards the amount of relief required. Information is usually defective* 

» as to the markets where the be«t seed mav be purchased at the lowest price, as to the- 
qi^tity of seed of various kinds required to sow a given area, as to the prevailing 
price of cattle, and as to the need, chances of success, and fair cost of masonry wdls. 
Mb. A. A. Wattoh. 



( IST ) 

In to iiii pro v erne ul» generallv, 1 eatiniate that, of luasonry w«Ut made- 

in this district in the laat l¥) veal's, tiO per cent, were either superfluous (becaua© eartliea 
wcila lasting several years and equally efficient could he tnade in two or thro© days at a 
t'oHt of Ks. 2-8 to I<§. 10) or deh'ctivc to lack of well U^ror s advice, ailting up,. 

or had ^xinf^truction). Ninety per cent, of these wells wen* c<uirttrueted with fo^art, 

and the amount of taqari expended on construction was frc<picntly much leas than the 
auioiint allotted. In numerous cases the real <d»jcct was to obtain u cash loan for general 

purposes, though I have not licard here of cases sucit as (Kourred in ((Ttain diatrieta 

where no well was built nt all from the advance. 

(4) The distribution is dchrtive. AUoinieni for u particular tra^t is HoinetimeH all 
t:xi>endcd before it is realized that viliagc.s Avhere the in'ed is ns great as elsewhere have 
nut been included. Fre(|uetitly tlic ainounl fails (o reach the most deserving recipients. Bub- 
stantiat and prosperous men who ha\r' iu> need of laquri frtMjucntly apply for it astli 
receive it in times of scarcity, acinulcd h\ tla* belief that the greater the amount distri- 
buted in the village the greater will la- ttic aniourit tlie village in suspension or 
remission <’f revenue and rents. 

fo) Tlmrc is corruption among suhordinaie officials at times (if distribution and 
colhx'iion. This usually takes the form of a fixed huqq or rate, and, as the rate of int«r©al 
HO low' compared with th(> rate of ilie moneylender, the iMjrrower sehhun raiaea any 
C'bjeetion. 

{<‘0 In prueticc repayments arc iismiliy collected long afur the luirve»t is in. wheiv 
tl»e monev lender ha^ taken cash or grain and settled his accounts, and the agriculturist 
has no siirpiuH (jsh Jivailable. This Icaids to sale of llie means cf suhsistcju'C 1t» satisfy 
the imitalmentH. 

(7 'J’lu* liorrnwer has to furnish sureties. Fre<piently they do not realize their 
liabilities. 1? Ilie borrower defaults the easiest way of realizing is to compel the aurcty 
to pay. 'The surety, how (‘ver. has no remedy against the borrow tr except through tho 
civil court — a U'dioiis and costly businesK. 

tHl 'i’he accounts are coinplicatt d. A bornjwtr seldom knows what lu' bus to pay 
as an Instalment, and is accordingly liable to be defrauded. 

t)n the othe r hiind, tlie iaqnri systi^^i has four great advantages — 

1. The rnte of interest is very moderate. 

2. l! is diHtrihut€*d, on the whole, with mneh general fairness and sound regard' 

to the necessity of particular tract h. 

‘h It is most freely granted in times of distress, when no moneylender or bank 
will advance money on any terms because the prospect nf «^arly repayment 
is hoiM’lesH. 

1 If we except the system of the Opium department, which is worked purely 
for a special crop, the system is worktd with far leas diKhonesty, parti- 
alitv and carelesaneHs than is the case wuth advances granted in other 
ways. Krnbezzleinents are rare. The Bud^un cn-ojKTative ^KKieties ended 
ill liquidation (vide the Oakden Report) owing to the dishonesty and parti- 
ality of the bank officials and of thoae borrow'ers wlu) were in conapirocy 
with tlieni ; and did infinite injury U> their exinstituents. In my exjierienc© 
as a magistrate I have met with cases of embezzlements, partiality and 
incompetence in respect of loans granted by the Court of Wards and the 
AgrieiiiUiral department which could not have (s*eurrcd in respec^t of 

faqavi, Tht- jifiint is wmrth mentioning, as it is not worth while to inter- 

fere with the taqati system nnlesH it is ‘ to be replac'ed by some system 
worked more efficiently, impartially and lionestly. 

Rrovided (i) that the district <»ffic©r has a aiibsiantial share in control of their 
administi'ation, and (ii) that arrears of loan inatahnenta can be recovered as arrear<^ 

of laud revenue, the system of taqaei for seed, cattle 4md improvement in normal circnin- 

stances should in mv opin. n Ihj replaced by u system of land mortgage hanks, in which 

Government ha# a con trrd ling interest. Taqavi for scarcity should he allotted from 
Famine Insurance Fund and distributed ilirough the land mortgage bunk under special 
cxmtrol <^f the diRtrict officer. Otherwise, 1 suggest, in normal circumstances — 

(1) Taqavi for seed and bullocks should usually be distributed between June 16 aaciP 
October 81 and not otherwise; 
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(2) Taqavi for wells should be distributed between November 16 and April 15 
and not otherwise; but taqavi for bun<i«^ ehannelH, etc., should be distributed at any time 
which is proved to be expedient. 

(3) Taqavi for wells should not be granted unless the applicant proves that the 
well will be an improvement and will bo successful, the deposit of well-borer’s fees being 
a necessary preliminary. In the cjises of bunds, etc., the taqavi should not be granted 
without enquiry as to whether the proposed improvement will affect the rights of other 
agriculturists injuriously or not, 

(4) Every district officer and his gazetted staff should be equipped with a stule- 
•ment showing (i) the amount of seed of different varieties (improved and desi) required 
to BOW a given area, and the markets whence such seed is obtainable, w'orked out for 
each tahsil of a district; (ii) the price of bullocks, and the cattle markets of the district 
or neighbourhood, and the dates when particularly largo cattle fairs arc held; (iii) the 
agricultural implements suited and necessary for the district, their prices, and where 
obtainable; (iv) the areas where masonry wells w'ould be improvements, where they are 
unnecessary, where they are exposed to destruction by flood or shifting sub-soil, etc., 
with estimate <jf the uiTiouni necessary, in different tracts, for construction of a well 
suitable for irrigating (say) 5 acres, 30 acres, 20 cfcres (according to average size of 
^holdings) ; and other important details. 

Such a statement could be compiled and printed for each district from information 
furnished by (lie Department of Agriculture, hx^al officers, and settlement records and 
pargana books. 

(5) Bo far as possible, the basis of distriVmtion ought to be local en(]U)ry by the 
fiub-divisional officer through leading men of the village, panchayat s and chaudhris or other 
leading men of the principal castes of the village; the paftenri being responsible for point- 
ing out persons who constitute a bad risk, and not for recommendations. In times of 
scarcity when taqavi is particularly limited in amount relatively to needs, it should not he 
given to substantial well-to-do men. This will greatly obviate the state of affairs which 
frequently arises at present w'hercby one village receives an adequate amount while other 
equally deserving villages got nothing. In emergeney it might be ordered that zarnindars 
paying more than a certain land revenue or teiiiinls paying more than a certain rent should 
be excluded from the distribution. 

(fl) Instalments should be collected immediately from the dsHe that the rent falls 
due and only for a period of one month thereafter. It shoJild not ho collected when the 
cultivator has no cash left except for subsistence. With sufficient staff for the collecting 
season (taqavi naib-tahsildars) this could he done. 

(7) The sureties for a tenant should be men of his own caste ; » Cliainar should not 
be surety for a Thakur, etc. 

fB) The law should he amended to enable a surely to apply on an eight -annas court- 
fee stamp for recovery from a defaulting borrow'cr whose instalment he has ‘paid, as wuth 
lambardars under section 184, Land Revenue Act. If rcalizatioji from the borrower 
proves impossible, the Collector should have power to mortgage pari of the holding to the 
surety for a term. 

(9) Loans should he allotted and instalments calculated accx>r(|jug to a system 
•which the borrower can easily understand, *,e., in multiples of Rs. .6 and Rs. 10 

( — 1-anna per Rs. 10 i>er mensem =7J per cent, per annum). 

(10) The instalment system should be introduced for Act XII loans ; interest on the 
whole loan to bo eburged from date of the grant of the first instalment. 

Question 6. — There is a custom of observing the same rotations (tabi one year, 
khatif the next) over definite tracts of a village. Valuable crops are sometimes grown in 
compact blocks. Sugarcane in khadir tracts is similarly ticated. In such cases the 
motive for co-operation is joint protection against depredations by men, cattle, and wild 
-animals. I have known an entire village to refrain from growing sugarcane in order 
to force an extoifionate khandsali td abate his demands. There is no attempt at producing 
crops particularly suited to a tract in combination except for sugarcane, where soil condi- 
'^ons, etc., are the real factor compelling combination. 

I do not consider an extension of combination to produce particular crops possible 
in this district. There are too many local factors to be consider^, and the cultivator is 
usually successful in growing the crop that pays him best. 

A. A. Wauoh, 
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Question 7. — I would sum up th« defects in the present of agricultural 

borrowing briefly as follows : — 

(1) The rates of intereet are much higher than is necessary aa a fair return for tlu*' 
risks involved. In addition* in about 70 per cent, of cases the halanoe sheet of any 
loan accounts is unfair to the borrower, involving an increase in the interest really charged 
which is sometimes fantastic in its proportions. 

(2) The volume of unproductive debt is enormous. 

••Nearly all the JC377 millions whicli were owtnl by Trussian landowners in 
was probably productive debt. Unhirtunately in India every authority agrees that the 

debt, amounting to between four and five hundred million pounds, is almost entirely un- 
productive. The sum [>cr head is not large, but loss than 5 per cent, of it has been 
spent on permanent improvements and only a small pmportion iifK)n cattle and improve- 
ments. The total agricultural debt of India is about 30 rupees per acre, and this amount 
is spread fairly evenly throughout the different provinces. The interest charges are about 
Its. 3 per acre yearly. The average interest charges alone come more than the land 
revenue, which is in the nature of one-and a half or two rupees an acre. In Mio Punjab 

where debt is heavy, the interest charges on debt are reckoned to bo three times the 

land revenue.*’ (Garratt, An Indian Commtntorih pages 38 — -10, (.^ape, liondon, 1929). 

Making a similar estimate for the district of Budaun, wIutc I hcliovo there is 

less indebtedness that in many parts of these pnivinces, I would put the tt^riculturists* 
debt at Ks. 12 per at re (cultivated); the interest at Rs. 2*5 per atre (cultivated), and tho 
annual payments in interest at 25 per rent, more than the annual land revenue (as now* 
pnjpoftcd to be enhanced), and at more than half of the annual payments of rent. 

(3) Kveept for Government agency, loans are not available when they arc most 
acutely needed for subaistence in times of famine and scarcity. 

(4) The high profits of lending are a formidable obBtsclc to improvement of the 
land. The fact that the greater part of the lending in this district is from agriculturists 
to agriculturists will not have escaped notice. TIjc number of moncylending 

wlio were not originally bankers by caste or profession is increasing. About 40 per cent, 
of solvent tenants lend money. Trending jdelds greater returns than any investment 
directed to increasing tlie productivity of land. 

(5) As a consequence of high rates of interest the proprietors!) ip of land is passing 
from agricultural to non agricuUural elasscH, and the rights of tenants in land ere in 
course of being dissipated. 

The foUow'ing are relevant figures in this district : — 


Year. 

J^roprietorg. 

Thakurs. 

Yaishas. 

1865 

• . 

. . 

433.55^ acre»=3G-07 

107,822 acres* 9*78 

1895 

. . 

• • 

828.997 „ -27*63 

185,648 „ =16*6# 

1925 

*• 

a • 

279,405 .. =21*86 

1 

261,840 „ =10*99 


In regard to tenants, the provisions of the Tenancy Act, 1901, relating to accrual 
of occupancy rights by prescription and to restriction on sir, militated for twenty-five 

years against the tendency to reduce the tenants to economic serfdom by means of debt. 

That phase of special protection for tenants is past. The number of landowners who are 
moneylenders by descent or profession and of zamindars of other antecedents who 

imitate them has greatly lu. reased. Where tenants borrow from their own zemindars 

their rights in land quickly lose all value. 

(6) In general, it may be said that before British rule there was little rfeal 
security and so little borrowing. Prosperity was for the few. Settled Government and 
recoj^^ition of rights in land did mnch in the direction of achieving “the greatest 
happineas for the greatest number.” But it also created the growth of population 
Mb. a. a. Wauqh. 
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^nd conse<]uei 2 t fractionization of holdings, and the debt problem. The bpread of the 
Joan Byateni has done much for individual freedom and diminution of crime; but unless 
the ratea of interest can be bnjught down to reasonable proportions there is grave danger 
of a return of economic inferiority and dependence for the cultivator, and of a decrease 
in the productivity of land. 

The remedies most desirable ap{)ear to jiie lo be — 

(а) To establish land mortgage banks on sueli a scale as to lower very substantially 
ihe rate of interest. Failing this, or with it, the taqavi system should be reformed. 

(б) To give even further encouragement to co-operative societies where they are 
really taking root, by closing them where they arc a failure or are juaking no lieadway, 
and utilizing all the Cooperative department’s resources in siicccssfui areas. 

ic) To continue tlie process whereby the Agricultural department, lias successfully 
<lemanst rated lo zamidnars, moneylenders jind tenants in parts of certain districts, {e.g., 
notably Sahaniiipur, Sbahjahanpur, Hardoi, Aligarh) thin the profits of investment in 
land are greater and more secure than the profits of moneylending. 

\d) '[fo extend, after due iinjuiry, the ju’ovisions the Bundelkhand Ijand Aliena- 
tion Aei, 11)08, to areas wdiere land i« passing from agricnlfnrists into the hands of non- 
agricultinists. 

(e) To levy a small cess on the land revenue for jniijioses of village improvements : 
the cess to accrue from yenr to year for the benefit of eaeh village and to be administered 
by the district officer in association with representative nnd influential committees (jf 
agriculturists of local areas. 

Part B. — Agricultural horroiving for purposes of markeiirig. 

Question — Solvent cultivators themselves bring tbeir crops to market if ihcy have 
•carts, ponies or other conveyance of their own. Small cultivaiors generally sell their 
produce in the village cither to the village grain-dealer or lo small peripatetic dealers wlio 
in their turn bring the crops to market. 

Quostion 2. — Money to finnnee the market ing of crops is obtained from grain tuo:- 
•ebants and exporting firms. 

(Irain inercljants lend to the sinalJ dealers who bring the crops to rnarkei at a rah’ 
of interest of two aryias or one anna six pien per cent. ]>er day. 

Tlie big merebants of Budnun, Ujimni, Bilsi and other market towns seldom reqiiijo 
lo borrow, tlieir capital bchig sufficient for their trade. The Innidl system is, however, 
generally ])ro valent. 

Except for a group of 8oci(3ties around iBlanmagar, near Chandausi, the co-operative 
■societies of this district have bren dissolved. The remaining societies do not assist in the 
marketing of crops. Chnndausi, close by, is a very big grain-market. CultivatorB can get 
fair terms and I do not think the sotdeties should lend for marketing purpose^'. 

Question 3. — In marketing liis crop tlie eultivati^r })av.s one-eighth seer for dana, and 
one-eighth seer for kardah (dirt in grain) to the grain merehant ibropari) for one mannd of 
ithe grain sold. In case of big sales, the person selling pays tdeven annas three pies per 
(Cent, on the sale price for dana, kardah and gausala. 

Wheat is treated as other crops are. No charges are paid for cotton. For sugar- 
-cane six annas three pies per cent, is paid on the sale price to the beopari. 

There are no otlier incidental charges; terminal tax or toll or octroi is, however, 
3>aid by the cultivator when he brings bis crops to a towm to sell. 

Question 4. — Big and prosperous cultivators store tlicir grain in khattis wliere the 
water level is low'. But, as the water level is generally liigh in this district, the grain 
is mostly stored in kothas. Inasmuch as the cultivator rarely stored seed for sowing, the 
system of storage i« not defective. If he were in a position to do so, propaganda by the 
Agricultural department in favour of some simple and inexpensive form of sealing might 
foster the practice. 

In the markets storage in kothas and khattis is usual. The system is very defective 
x^wing to changes of temperature and monsoon moisture. It is a question whether condi- 
tions regulating storage from the point of view of health and sanitation should not be in- 
troduced for some of the larger rural markets as is done in the case of the larger municipa- 
lities, 

Mb. a. a. Wauoh. ^ 
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Question 5. Grain in stoage is uat'd ati swurity for obtaining cnnlit to a »maU 

extent by the dealers of Ujhani. the chief exporting centre. There is no long-term storage 
in the towns of the district, such as is found in Meer\it, etc. 

Question 6, — I do not think that a system of warehovist's on the lines of the American 
eystem could be worked in India at present. 

Question 7. — There is no exunbination among cultivators to market crops. I do not 
think such combination is an urgent necessity. 

Question 8. — The system of woighmeni is satisfai'iory. There are no m nous ubn«e«* 

Part C. — Extent and nature of agricultural indebtedness. 

Quesbon 1. — St'e preliminary note. In 1927 the Board of Revenue iUHtructed the 
settlement officers then working to prepare statements and make in«piirit‘s relating to the 
«ize of holdings and to indebtedness for the areas which they bad st II to inspect and assess. 
The questionnaire, instructions and replies and .statements received in ctuinexion therewith 
are probably available to the Cotnmitif^e, and are too long to be reproduced hero. In brief, 
there were six statements. Cultivators (and. separately, tenants) were dividtwl into typical 
leading (‘astes, and non-agrii'ulturisls were shown separately. Siateuient I showed Iho ex- 
tent of area cultivated for each class — up to 2^ acres, up to 5 acres, up to acres ; and so 
on. Statement 11 gave the satnt‘ details for tenants. Statement 111 showi 1 the deUils of 
sublettiiig acconling to siz(^ of holdings. Statement IV showed the iiumher and percentage 
of tenants iudebUMl, the degree of indobtednesn being related to rent, and tenants clnsHcd 
as owing less than one year's rent, leas than two years’ rent and more than two 3 r<Nirs* 
rent. Statement V showed ereditors according to clssses — kxuil, outside, agriculturists, etc. 
Statoment VT si. owed the eauses of indidjtcdnesa. These last three HtHteinenls were based 
on conipleie house to lu.use irnpiiry in seleeti^ villages. In making such an enrpiijy egain, 
1 would suggcHt that instead of relating the degree of indebtedness to number of years' 
rent owed, which is misleading, it should be related to (1) landless men, (2) tenants at-will, 
(d) (X'cupancy tenautH, (1) e\-[)ropri(‘tary tenants, (5) proprietors, tbcRe clasHcs licing divided 
according to the yearly income which their Imldings yield resfxxdively. T would also 
include tlu distinctions profKised in (c) of this question. 

1 append an estimato for one typical village. 

Statement showing the amount of debt incurred against different kinds of seem it y as also 

the debt advanced without security for village Gauntarat pargana Usehat. 


A mount debt 1 

secured 

on land | 

mortgage of vari- 

ous 

kinds. 1 

Regis- 

UnreKiB- 

tered 

tcred 

Be. 

Rs. 

4.612 

2.512 




Amount of debt incurred against other ahaftts- 


Agricul- RexiS' U nr eg is 

tural im- C;opH tercel tcred 

plemonU. bonds. boiids. 


Rg, ru 

2.&4a I Nil. 61tt Nil. Nil. H.m ll.asO 1.112 28,244 

Cultivated fcrea, 1791 ecrcH. Debf per onUivated acre, Hs. 1,3. 

Questum 2.— Sro answer to question 1. The richer agriculturist, including agiienl- 

timst rom»ndo«, lends to the p-- ret agriculturist to the extent of about 60 per erat of 

the total amoant so lent in this d^atrict. * 

Question do think that as the result of the enforced payment of debt land and 

the rights in land are passing from the possession of people who are efficient fanners 

into the ha^s of creditors who are not themselves efficient farmers, and that this is 
Aversely affertpg t^ cultivator's production. When a cultivator, be he gamindar or 
tenant, losea his right in land through indebtedness and becomes a t«ianl-at-will or a 
Mb. a. a. Waooh. 
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sub tenants, be becomes liable to ejectment from year to year and ceases to give the land 
the necessary manure and otherwise keep it up to the level of efficient production, from 
fear of ejectment. A cultivator who is hopelessly involved considers that any surplua 
produce will go to his creditors, and restricts his output to a subsistence level. 

Question SA. — I have had experience of the working of the Bundelkhand Land 
Alienation Act in Bundelkhand and Etawah. In my opinion it (a) does restrict the agri- 
culturist's credit, but checks extravagance and makes him thrifty ; (b) it does lead to re- 
placement of ordinary banias by agriculturist moneylenders, but certainly not to an extent 
which jeopardises existing rights in land. 

Bundelkhand and the Jainna-par area of Etawah are much more precarious than 
the greater part of Budaun district. In spite of this, the small zamindars and the tenants 
are better off than the corresponding classes in Budaun. For instance, ornaments are 
hardly to be seen in Budaun district. They are to be seen all over Bundelkhand. In 
times of scarcity Government comes to the aid of these precarious areas with taqavi aa 
elsewhere. This is not absorbed at once by moneylenders, as is the case elsewhere. 
Moneylending is less profitable than improvement of agriculture. Had it not been for this 
Act, most of the Jamna-par area in Etawah would now be in the hands of capitalists; and 
the hardy, hardworking and skilful Thaknr peasantry of the tract would now be hope- 
lessly involved in debt. 


Part E. — Land mortage banks. 

Question 1. — Ijandlords can obtain loans to the extent of two-thirds the market 
value of their landed property ; but so big loans are seldom incurred at a tirrie. A creditor 
would readily advance money to the extent of less than half the value of the landed 
property; but would refuse to lend when the debt swells up to more than two-thirds the 
value of their landed property. In case ornaments, houses or the like are hypothecated l >an 
can be had to the extent of half the value of the thing hypothecated. 

Occupancy tenants can get loans to the extent of about five times the difference 
between the actual rent and the lotting value, at the prevailing statutory or sub-tenants ' 
rates, of the part of the occupancy holding stipulated to be mortgaged in lieu of the debt. 

Tenants without righls of occupancy can obtain loans to the extent of what 
they can easily repay within a year, say, about one-fifth of their annual income. 

Question 2. — In the case of landlords, property is not hypothecated formally for loans 
amounting to about one-third the value of their landed property. Average landlords 
generally hypothecate ornaments or the like, or have to execute a bond wdiich in majority 
of cases is registered. In the case of big zamindars an unregistered bond for amounts up 
to about one-fourth the value of their landed property is considered to be an adequate 
security. When the amount of loan exceeds these limits a portion of the landed pro- 
perty is mortgaged with or without possession. In the case of ocoupancy tenants, as 
shown above in reply to question 3 of Part A formal mortgages are avoided by means of 
fictitious sale-deeds and of nominal sub-leases. 

In majority of cases the creditor’s aim is to get aa much interest for as much time 
as possible, generally with a motive to secure for himself what the borrower has offered as 
security for the loan or what would have been a security if it had been actuary demanded. 
The creditor would prefer to get the bond renewed every three years (or such period as may 
be agreed upon) for the total amount of principal and interest rather than try to recover 
the loan. He discourages repayment on the instalment system, always demanding the 
whole of bis dues at a time. 

The rates of interest are unreasonably high for good security (such aa unencum- 
bered zamindars)* 

Question 3. — ^Non-transferability in the case of tenants does act as an impediment 
to long-term efedit. 

Question 4. — ^The occupancy tenant (born 1860) passed bis grand climacteric in 
1926 and has begun to decay, but it is undesirable to expedite the obsequies by znakmg 
it easier for him to barter away his life-blood. The remedy is to make more capital 
available at lower rates of Interest, and on instalment payments. 

Question 5. — ^It is possible that land mortgage banks may do much to solve the 
problem of long-term advances and to bring down prevailing rates of interest. But, how- 

Mr. A, K. Wauoh. 
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em elaborate the comiiitutioa and working rales of such a bank may be, snoceas ia 
diiefly dependent on the calibre of the personnel; and if this proves unsatisfactoiy. it 
would be better that no such experiment were attempted. Too often, the credit of tome 
deserving experiment is wrecked or damaged in the initial stages by the engagement of 
eiuployeet> who are cltver but dishonest or of eujplouvs who are 

iionest but devoid of guile or agricultural experience. In the case of land 

mortgage banks, it is obvious that there must be considerablo propaganda and lay. 
out of capital if a bank is to be more than a piece of mere window-drtisaing. Private 
capital will not come in until public confidence is stimulated by heavy Government invest* 
rnent and a start has been made. For years Government will be tho chief shareholder^ 
and should have the controlling voice in appointment of the personnel. The degree of 
support from the public and of success will dejiend largely on the nature of the personnel.* 

I suggest that a start might be made experimentally in a selected district or two 
where crop conditions are not precarious, where there is a large percentage of low-rented 
occupany tenants, w^here private moneylenders are many and unorganized, and the rata* 
of iuterefit are high. There should h<.> a central district bank with branches at ca<’h tahsil. 
The Collt-ctor should be chairman of directors of the banks ; the branches should be 
administered l»y a local committee of which the tahsildar would be clmirman. For district 
wholetime managers and branch agents, selection should ho made from among the wide 
ranks uf retired civil or military officials <»f proved integrity and experience. Inasmuch 
as public money would bo directly and heavily involved, the rules framed by Oovemment 
for administration would be coinprchonsive and leave no room for peculation. The re- 
cominendations made in respect of taqavi apply equally to the grant of Iohiih, time of 
advances, amounts, interest, sureties, and repayments, etc. 

For piiriK>s{R of dealing with loans, each tahsil would bo divided up into convenient 
small i>ay villages or areas with a jiopiilation of two thousand) units or blocks each with a 
unit member (who should be a shareholder), to report on the advisability of granting 
loans. For granting these some form of association on the American system as described in 
the n(»tc on land mortgage banks schema to offer a promising basis* If the association 
is a onc'caste group, with respectable and substantial men of the caste in the group, 
a mort^gage td the land in respect of which loans are desired to the group, which then 
hypotbec-ntes to the bank, might be satisfactory. In case of default a provisiou that a 
reasonable part of the holding should be mortgaged tf> or wwkod by a surety making 
good an instalment seems most essential. It is only in the last resort that the bank 
should directly manage or w'ork a mortgaged holding. 

It will, I think, be a mistake to fix the rates of interest too low in the first instance. 
For a hanV' of this character, it would be most advisable to limit loans to such amounts 
as the cuLivator can repay with interest in one year. 

Question 0. — In my opinion the first object should bo to provide credit for small 
landowners and occupancy tenants, 

T think the bank should have capital of its own. The total amount depends on a 
careful enquiry into the needs and probable amount to be granted in the district or dis* 
tricts selected. 

Share capital should he available for subscription to J^he public generally. Any 
shares not taken up by the public should be taken up by Government. As to the sugges- 
tion that Government, if they are to undertake any financial obligations, should be safe- 
ramled against loss, I consider that Government should take the same risk as is taken 
by the other share-holders, debenture -holders, etc. ; private capital will not be attracted 
if Oorernment have priority. But the land mortgage banks should I think, have the 
aame prowess and privileges as obtain in respect to taqavi, 

I think it would be better to begin with local experiment rather than with pro- 
Tinciai or central experiment. 

QueHiem 7.— For calculating the value of land I suggest the method recently 
adopted by Government for employment in land acquisition cases. 

In general, in this district, ♦he value of land per acre is related directly to the 
crops grown on it only in respect o* specially manured areas (homelands, or gaukani or 
goiM areas), and in respect of hhadir cane-growing areas. In the greater part of the 

*Dr. Titus, an American missionary resident at Bndann, informs me that in 
America the suoceM or failure of a land mortgage bank dqiMmds almost whblly on the re* 

by ^lose appointed as directors and as staff. 

IB 
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district the value of agricultural land varies according to the different soila as demarcated 
at settlement (which includes distinctions having regard to irrigability)» and according 
to the tenure. In actual negotiations the value of dfterent kinds of land ia not cidcu* 
lated. The general practice is that the assets of the land as recorded in the patwari's 
jamabandi are ascertained; then the land revenue and cesses are deducted from^ the 
assets, and the value of the land is calculated at about 18 to 22 times the net assets. 

The factors affecting land value are — ^kind of soil as indicated hy the soil class; 
irrigability ; liability or otherwise to damage by flood or drought; length of life of earthen 
wells; distance from the village site, distance from markets; state of oommunicatians ; 
special skill, or lack of skill, of cutivators; good or bad paying reputation of the body 
or cultivators; kind of tenure in which land is held; precariousness or fertility of the tract 
AS a whole. The last named is indicated by the settlement assessment circles. 

Sales for non-payment of revenue are rare. 

The prices obtained by sale on a court decree are about sixteen times the profit, 
4>r even less. 

The prices obtained by private negotiations are about 18 to 22 times the profits. 

The difference in prices is due to the following reasons : — 

A property put to auction is known to be one which there is no option but to 
sell. This fact in itself automatically lowers the prices relatively to ordinary bargaining 
levels of price. The bids offered by purchasers are accordingly the lowest which they 

think will be accepted. Publicity as to fact of sale or date of sale is often defective. 

The person whose property is being sold is in no position to insist on a reasonable 

reserve price. In other words, it is not the bidder who seeks the property, but it is 

the property which seeks bidders. 

In this district the annual net yield of average quality land has been 12 maunds 
per acre for about 50 years. The average price of food grains, 1915 — 1929, has been 
8*28 seers per rupee; net yield per acre equals Rs. 68. The market value of such land 
is about 20 times the profits (i.e., excluding land revenue and cesses), which gives a 
figure for average quality land of Rs. 100 per acre. The proportion is thus Rs. 68 : 
Bs. 100. But, as everything dei)end8 upon the cultivating tenure in which the land is 
held, the actual proportion in any given instance varies enormously. If net yield 
nieans the net yield to a landlord, the proportion is about 5 ; 100. 

Part G. — Small industries allied to agriculture. 

Question 1. — The subsidiary industries allied to agriculture in this district are 
chiefly : making of string, pals, baskets, chairs, etc., from coarse grass or reeds on a 
fairly extensive scale owing to existence of large sandy and khadir tracts; gur making; 
vegetable, fruit and flower growing; fishing; manufacture of ghi ; hand-spinning — all 
fbese on a small scale. 

Question 2. — The condition of these industries is feeble, and producers receive 
considerably less than the market value. Better communications and co-operative selling 
would stimulate industry considerably. This applies particularly to perishable goods 
such as vegetables and fish which are subject to much pilferage in transit to market. 
Co-operation and the rise of motor transport to reach big markets for such (e.g., Bareilly) 
would stimulate these industries considerably. 

Question 8. — ^Weaving, with employment of the flying shuttle, extensively taught 
6y the Industries Department and financed by the land mortgage bank, is possibly the 
most profitable industry which could employ fanners in off-times; but the odds are heavily 
weighted by the growing taste for cheap, short-lived machine-made clothing in preference 
to durable hand-made articles. But if only the cultivator could be induced to trench 
manure and nightsoil for maintenance and improvement and fertility, it would be 
nnneooiBary to devote so much anxious thought as to how to fill his spare time or improve 
his lot. 


Mb. a a. Wauqh. 
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Mr. A. C. TURNER, I.C.S., Settlement Offleer, Rae Bamii. 


Replki to Um 

I. — Agricultural credit and cRitDix facilities. 

Part A, — Agricultural borrowing for purposca of production. 

Question 1.— Agricullurists in Kae Bareli borrow from professional moneylenders 
resident in the larger towns and villages, other agriculturista, eamindarSt and co- 
operative societies in that order of im{)ortance. Loans from Government under the 
€agavi Acts fluctuate, swelling appreciably in tMTicxls of shortage or fiuuine. 

Money is borrowed for all the purposes mentioned in the questionnaire. 

1 havf* insufficient data to subdivide the debt under all the heads referred to; 
moreover, the distribution under these heads is tM>nst{intly fluctuating. From flgurei 
which 1 have oollectixl, I think it safe to say that, normally, half tho debts arc due 
to expenditure incurrtjd in connexion with agricultures, three-tenths to cx|X>ndituro on 
sWKjial ceremonies and functions, and the remaining one-fifth to litigation. Tho propor- 
tion of the debt of high caste agriculturists due to tho two latter causes is higlier« 
Rnd that of ordinary agriculturists ix^rrespondingly lower. Agricultural expenditure 
in this estiiniite includes repayment of earlier debts and payment of aecuinulated in- 
’terest in resjHvt <if old agricultural loans, aind all the other heads mentioned in the 
•(question except inarnago and other social functions and litigation. 

The distribution of the del‘t is roughly — 

1‘rofessional Uioneylenders ... ... Three-fifths. 

Agriculturists ... ... ... One-fifth. 

Landlords ... ... ... Ono-flfih, 

Government advances and coo|>erative society loans are comparatively nt'gUgible, 

The ahov<^ figures are for casli debts only. 1 have no figures for grain debts. 
'These fluctuate considerably, def>ending largely on the harvests. Many of the lower 
i*.rJe tenants regularly borrow’ grain ff»r sowing and repay wu'th interegt on reaping, so 
that the outstanding grain debts after the rabi harvest should never be very consider- 
able except when that harv’est fails. In one estate, where the landlord lends to his 
tenants, the cash loans before the last rabi amounted to roughly Ks. 60,000 and the 

grain debts to 4,000 maunds, but T cannot guarantee that these are representative 
figures. I tlnnk it can l>e safely said that after the rabi harvest each year, the out- 
standing grain debts of the district are quite negligible compared with the cash debts. 

The grain debts, as indicated above, are incurred for 'djort fieriods, from 

sowing time till harvest, three to four months in the kharif and six in the rabi. 1 

have no figures for the cUssificatioii of tho cash debts, but loans taken for all the 
purposes enumerated in the questionnaire, with the |x>«Bihle exception of (iv), (vi), (vii), 
(viii) and fxv), must necessarily be for over six months’ duration. 

Question 2. — The prevalent rates of interest for cash advances are : — unsecured 
114 per cent. p€*T annum, and secured, 6 per cent, per annum. These arc the commonest 
rates charged l>y all classes of creditors, though a fair proportion of the debt is loaned 
unseenred at 37i per cent, per annum. In the matter of loans in kind for seed, mahajans 
i»tiaMy take 50 per cent., but the introduction of Oovernraent seed depAts taking 25 
per cent, has caused a redaction in the mahajam" rates and they sometimes lend at 
per rent. The landlord mentioned above takes 12| per cent. 

The interest is calculated monthly. 

The secured rate is ceifainly '^ot exorbitant, but the unsecured rate of 24 per cent, 
pat annum is very heavy, and 37i per cent, is excessive. A few cases of 75 per cent, 
pat annum for short-term cash loans were also met with. This is positively iniquitous. 

Question 3.— I have no figures showing the kind of seeurity nsually given, but 
tnorigage of rights in land, house property, standing crops and ornaments are naturally 
the most common. 

Mr. a. C. ToBinm. 
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Except in the case of small co-sharing pattidars who have “^become too numeroua 
for the property they inherited, and who have wasted what little they had in internal 
litigation and excessive expenditure on social ceremonies, 1 should say that the land- 
lords of Rae Bareli are better off than their tenants. The occupancy holdings in this 
district are small in area and are mostly held by the impoverished descendants of the- 

old zamindars . Their rents are low, but, again, they are like the pattidars, litigious and 

too numerous for the land left to support them. 

Three-fifths of Rae Bareli are owned by taluqdars, some of them wealthy and 
the remainder, with a few minor exceptions, free from debt. One-ninth is held by 

single zamindoirs, most of whom are clear of debt. One-quarter is held by co-' 
parcenary comniunities, the members of which, where numerous, are, as mentioned above, 
often, heavily indebted, and mortgaged, especially so in tahsil Salon. 

I have no figures for the amounts of debt secured on land mortgage, but the 
following figures showing the areas of land sold by private negotiation and by courts^ 
orders in five-yearly periods during the last 29 years for the whole district indicate 
that less land is changing hands, and hence that landlords are better off, and the 

mortgage figures show that mortgage cases are decreasing and redemption cases more 
numerous : — 



Area. 

sold. 

Number of 
mortgage 
cases. 

Number of 
redemption 
of mortgage 
cases. 

.. 

Period. 

By private 
negotiation, 

By courts' 
orders. 


Acres, i 

Acres. 



1304F— 1308F 

6,375 

618 

1,019 

877 

1809F-~1818P 

7.664 

1,788 

1,038 

728 

1814F-1318P 

3,395 

616 

983 

703 

1319F-~1323F 

8,895 

715 

948 

620 

1324F— 1328F 

B 829 

1,857 

878 

778 

1829F— 1832F 

8.703 

1,017 

716 

534 


Question 4. — Grain loans are returned in grain so no question of rates appears to 
arise. The cultivators only ascertain the prevalent market rates from the rates current 
in the bi-weekly local bazars. 

Question 6. — These questions <mn best be answered by district officers. The 
general impression I gathered during my touring of the district was that tenants often 
prefer borrowing from mahajans at 24 per cent, per annum to taking loans from co- 
operative societies or Government, at far more reasonable rates. This is partly due to 
inertia on the part of the tenants as there are fewer formalities and less trouble over 
securing loans irom mahajans ^ and partly due to the fact that they are not pressed by 
the mahajans for regular instalments in repayment. In years of drought the taqotii 
advances are very large in this district. 

Question 6. — I know of no instances in this district where cultivators combine 
together to produce particular crops, nor can I see any need for such combination. 

Question 7. — ^The co-operative movement is undoubtedly the best system of 
borrowing and needs extension in this district. Government loans are best left to casea 
of emergency. 

* Part jB. — Agricultural borrowing for purposes of marketing. 

The commonest method of disposal of crops is for the cultivators to sell to the 
agents of the wholesale grain merchants who visit the cultivators in their own housea 
and bargain over the price. In this way the cultivator is saved all* trouble and cost 
of marketing though he naturally has to accept a price below the market value and 
is probably often taken advantage of by the agent. 

Mb. a* C- Tubkee, 
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Part C, — Extent and nature of agricultural indebtedness. 

Question 1. — LjmI year and this year I had some enquiries* carried out con- 
cerning the debts of tenants (and very sinaii coBlmrers whoso inaunc from their 
proprietary land was less than from the land they hold as tenants) in certain selected 
representative villages in three tahsils of this district. In each viUugo the debts of 
each tenant were ascertained and ciassified as less than one year's rent, between ona 
and two years’ rtnt, or over two years’ rent. The debts were (hen rlaHsified aec<irding 
to their cause under the heads — 

(i) agricultural (including expendiiuro on rent. KttK-k, agricultuiul implcmcnis, 

wells, etc.) ; 

(ii) social ceremonies ; 

(iii) litigation; and 

(iv) personal extravagance. 

Finally, the amounts owed to the various classes of creditors were abstracted 
under the beads — 

(o) professional lenders (resident and mai rt^sitlent) ; 

(6) agriculturist; (resident and non-resident): 

(c) landlords (resident and non resident) ; ami 

\d) co-operative societies. 

The rates of interest were separately noted. 

My lignns arc for certain selected villages but (bey may be taken as fairly 
rcpresentalive. The total debts in the si villages total Its. 90, 118 and on thia 
average the total debt of the district would amount to Ks. li crores, but it must ba 

reinemberf’d tliat tliis is based on figures collected at times wbon tlie tenantry ** 

usually hard ho, by a serifs of very unfavourable harvests. This figure is only a 
tentative one nml I would nr.t guarantee its accuracy, nor do I see how any such 
vstimab' could be prepared for (he> whole (irovinoe. Such an cstimato could only he 
prepared districtwiae at ino.;t. It is estimated that throo-fiftliH of the tenants in the 
district are in normal years not indebted. In tahsil Maharajganj, where rice is the 

principal hharif crop, even after three had kharifs in Hiiccession and one badly damagtM) 
uibit 38 per cent, were fotmd clear of debt. 

Question 2. — Slightly less than half the creditors of the district are professional 

rnahajans, but they are owed fliree fifths of thi^ total debts. An equal number of 

agriculturi'^ts are owed one-fifth betw’ccn them. Zamindars arc owed most of the re- 
maining onc-fifth, the ameunts owing to co-operative societies and Government being 

negligible compared with the rest. 

Question 3. — The appended table will show tJie areas held by the various castes, 
new and at last settlement. The bigger landlords cultivate but little themselves so 
that transfers of their lands would make no difference to the productivity of their 
estates, and as a matter of fact, sales of their property on account of debt are rare. 
Small cultivating owners have lost some ground, but most of these who have failed 

and have been sold up were extravagants, litigious and bad cultivators, so that transfer 
of their land to others probably means better cultivation and increased output. Banias 
have increased their holdings by only 3,154 acres in 35 years. 

♦The results of these enquiries have l)een abstracted in a note by the Chairman, 
fSee Evidence, Vol. II, pp. 1 — 20). 
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Table showing castes of proprietors in the Rae Bareli district. 




1 

1 


Peroeniaga 


Area held 

Area held 

Increase 

Decrease 

of the 

Caste, 

at last 

at present 

since last 

since last 

total area 


settlemont. 

settlement. 

settlement. 

settlement. 

new held 
by each 
caste. 


Acres. 

Acres. 

Acres. 

Acres. 


Brahmane (including 

60,653 

67,820 

7,168 


6*06 

Bengali Brahmans). 



Thakers . 






Bais 

423,285 

878.976 


44,809 

88*85 

Kanhpuria (including 

263,751 

237,478 

.. 

18,878 

21*21 

Uaj Rumar). 






Amothia .. 

33,478 

68.075 

29,597 

•• 

5*68 

Janwar 

17.905 

14,408 

.. 

3.497 

1*29 

Gautam . . . • 

9,422 

7.55-1 


1,835 

0-66 

Other Thakuis 

23,391 

88 269 

15,978 

•• 

8*42 

Total, Thakurs 

767.132 

789,758 

45,575 

62,949 

66’08 

Eayasthas.. 

38,903 

34.164 

• • 

4,789 

3*05 

Sikhs 

47,664 

40,160 

.. 

7,504 

8*59 

Kurmis .. 

15.632 

18.228 

1 

2,404 

1*18 

Kalwars . . 

8.5L4 

3.628 

14 

•• 

0*81 

Banias 

7,066 

10,220 

8,154 

•* 

0*91 

Other Hindus 

38,842 

46,763 

7,931 

•• 

4*ia 

Shamlat . . 

Net 

available 

24,183 

34,183*^ 

•• 

2*16 


separately. 



6.788 


Khanaadas (inoluding 

20,852 

14 069 

• « 

1*26 

Bharaaiyans), 






Muhammadan B 

124,000 

112,520 

• a 

11,480 

10*05 

Dedicated to temples, 
ete. 

Not 

available 

5,615 

5.615 

• • 

0*60 

separately. 




0*67 

Government property 

6.878 

7,522 

2,144 

• • ! 

and tevenne-free 

plots. 




1 


Gband total 

1,119.685 

1,119»550 

95,774 

^.sso 

loo'do 

^Mostly held by 1 

Dhakurs. 


Mr, A. 0, Tusnsb. 
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Captain A. W. IBBOTSON, M.C., M.B.E., I.C.S., Depntf 
Commissioner, Oariiwal. 

RepIlM to Un qooitioBiiain. 


I. — AaBICULTtrRAL CREDIT AND CREDIT FXCIUTIRS, 

Part A.— Agricultural borrowing for purposes of production. 

Question 1. — The agrioulturistg in thig district borrow from village moneylenders 
inastly. Some borrow from co operative aocieties in the Kham Bhabar eatate. 

They Vorrow for marriage mostly and to a certain extent for litigation, and during 
famine time for aubaistence. 

For marriage expenses the projwtion is 75 per cent, and 25 per cent, for tho 

rest. 

Ninety -five per cent, of the debt is taken from village nioneylende^a and hardly 5 
per cent, from (o-oix'rativc societies. Ninety pt'T cent, is incurred in cash and only 
10 per cent, i.i grain. 

Seventy five per cent, of the debt is for long pericMls and 25 per cent, for short 
periods. 

Question *2. — The rates of interest are for rash advances mostly 25 per cent, per 
annum ; for loans in kind for seed about 25 pt^r cent, per annum, and for other loans iQ 
kind about 25 jmt cent, per annum. 

Mostly the rates are calculated at simple interest. 

In my opinion the rates arc exorbitant. 

An incidental charge of 5 per cent, is made at the time the loan is given. 

Question 3. — I^and mortgage is the usual kind of security given and accepted. 

In other places it ia generally (Xirrect to say that the better the title to land the 
greater xue amount of indebtedness, but in Garhwal the reverse is the case. 

The amount of debt secured on land mortgage is increasing. The amount of such 
debt is equal to that of unsecured debt or debt otherwise secured. 

Question 4. — Payment of debt is enforced by suit now. 

Question 5. — The agriculturist takes full advantage of the facilities provided by the 
Agriculturists Ixians Act, though in ordinary years no cultivator borrows for agricultural 
purposes. ^ 

Question 7.— In my opinion the village moneylenders charge oxorbitapt rates of 
interest and 1 would suggest that we should have co operative societioe for each pattti in 
the district. 


Part B. — Agricultural borrowing for purposes of marketing. 

Question I , — If the landlords or the tenants have spare grain they take it to the 
nearest market. 

The methods of marketing vary according as the crop is one mainly naed for 
domestic consumption, or one mainly sold in the market. 

Question 2. — Grain mere, ^nts make advances in order to get grain at cheap rates* 
I think the co-operative society should assist in the marketing <a crops. 

Question 8. — Weighment in the markets is fairly satisfactory. Reliable firms are 
nominated to sell weights. These are generally used and fair weighment thus dbWned* 
CsPT. A. W. Ibbotson. 
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But this nomiDation has no le(;;al force behind it» and is at present the subject of attack 
by politicians on the ground of its being a “monopoly.” If this attack succeeds, then 
the use of false weights will at <ince increase. 

The same seer of B4 tolas is used tlironghout most of the district. Bat in Lansdownc 
the seer is BO tolas and in Dogadda and Kofdwara 90 tolas. Uniformity in this matter 
would be to the orentual improvement of trading conditions, but, as everywhere, would 
cause a little local confusion during introduction. 

I see no ho|)e of getting this district to accept a metric or other reasonable uni- 
form system within any foreseeable future. 

Question 9. — There are no i‘X|)orting firms or companies in this district ; dnd 
among petty shop keepers nr grain-dealers there is no speculation that would mar the 
agriculturists' profit. 


Caft. a. W. Ibbot&on 
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Mr. JHUMAK LAL, Special Mana^, Court of Wards, Del estote, 

district Kheri. 


Refilkt to 41 m 

I,— i IRUCLTITRAL CRKDIT AXD CBKOIT FACIUTIKS. 

« Part J. — .1(;r:c'ui/urri/ 6crrotrin^ for jfmrposes of production, 

I — The iM.rnnvn (nmi lioveriiiuent, i ourt uf Wttrils, co o[H>rative 

€<x*KtieA, vijia^^e im‘ru*yl*‘nrierH aixl j^ram dealers. 

He borrows funeral ly for nearly all the objects mentioned in the questionnaire, but 
particularly for the following piirjx>«e» : — 

0) Seed, ui) rent, tui) pluiigh ciitile, tiv) litigation, tv) marriages, ami (vi) anb- 
ft is u lice. 

The prt»|xirt>on is: (;) ftecnl, SO jht cent., (ii) rent, ‘ifr |Hir cent., (iii) plough 
cattle, rM) |H'r rent., nv otVier expense's, IT) jier cent. 

The difttribuiioxi of the debt between the various lending agencies is — llovernmenii 
30 p^r, cent., C imrt of Wards’ fdqari. 10 per cent., co operutivo H«R'teties, 10 per cent., 
vdlage TiioneylenderH and grain dealt is, 50 per cent. 

Of the tt.tal debt 70 jx'r cent, is incurred in cash, 50 per cent, for long terms and 
^ per cent, for short terms and 80 per cent, in grain, all short-term. 

<^ue/itwn 'Ji . — Tlie rates t»f interest for cash advances are Us. 8-2 per cent. ix*r month 
ami oven Us. 0 1 per et^nt. per month, hut s»‘h1oiu loss than Us. 2 cxMit. )wr month; 
for loans in kind for seed, drorhn, t.c., 50 per cent, interest for short periods; and for 
other loans in kind, ‘*oinetliing in excess of deorha, say (>0 to 70 per cent. 

Tlie inetljods of ealeulaiing interest are — simple inleresi hy Government, Court of 
Wards and co-oj>crative KiM'ioties, hut comjxuind interest hy village moneylenders for cash 
advances after stipulated fH^riods, In respect of loan.s in kind, inLerest is increased 50 per 
cent, every subse<|uent year 

Th<*, village moneylenders' rates of interest are exorbitant. 

In tahsil Nighasan some ii.surers advance Us. 10, hut fake a pronole for Rs. 15. 
If the liinoiint is paid within the |>eri<xl agreed on hy the parti»*s, only Us. H) and interest 
are chargeil ; otherwise U.s. 15 and usual interest. (hidcr the Moradabad qist system 
also Rs. 0-12 are advanerd instead of Rs. 10. Village moneylenders generally charge some- 
thing extra at the harvest time on advances in kind for suhsistenee. 

^fo;jrtion 3. — The swurity taken by moneylenders generally is land mortgage, standing 
crops and ornaments; by Government and co-operative societies, joint responsibility. 

It is correct to say that, the better the title to land tlie greater the amount of in- 
debtedness. 

The comparative extent of indebtednesB is landlords 50 per cent., under-proprietors 
80 per cent, and tenants 20 per cent. 

The amount of debt swured on land mortgage is increasing. The ratio Vieiween debt 
secured on land mortgage and debt nnsecured or otherwise secured may be 4 to 1, 

Question 4. — The usual method of onforcing payment of debt from agriculturists is by 
suits in civil and revenue courts. 

The cnltivatoV borrows at a higher rate and repays at a lower rate than the prevailing 
market rates. No special means of ascertaining the prevailing rates exisis. 

Question 5. — The cultivator takes full advantage of the facilities provided by the 
AgricuHurista Ijoans Act, but not in the case of the Land Improvement Act. I believe 
the re^n is that improvements contemplated by the liand Improvement Act are too 
expensive for an individual tenant and require co-operation, which the villagers generally? 

la^. 

About 2 per cent, of t’ r' tenants ask for taqavi in ordinary years, while in 
“bad years about 80 per cent apply for it. * 

I cannot find fault with the present system of taqavi, though it is unfortunate that 
wing to ijporance and extravagance of the c^tivator, it is not always spent on the purpose 
tor wuidb it is given. 

^Mit. Jbumajc Lal. 
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Question 0.-— No iiifttmnces where cnHivatom ootnbine to produce partietilar erop» 
«re known. Biich combination, though desirable, does not appear to be practicable as zio 
agricultural union exista and the tenantry h more or leas averse to combing action. 

Part B. — Agricultural borrowing for purfiones of marketing. 

Question 1. — The pnnluce is partly sold by cultivators in local markets and partly 
sold through grain dealers at the headquarters of the district. 

The crops ustxl for donie«tic consumption are sold in local markets, and the otbe^ 
arc exported to big markets through agents. 

Q^stton 2 . — Money to bnance the marketing of crops is obtained from grain msr- 
chants in this district. A grain merchant generally l>eforc advancing money settles ratea 
with the borrower which are generally from one to two seers in excess of the market 
rates per nj{>ee. 

There are co-operative societies in this district, but they do not assist in the marketing 
of crops. I think they ought to. 

Question 3.— The only charge paid by the cultivator to the arhatia in the case of 
marketing the crop is IJ pies per rupee. 

Tlie other incidental charges are — 

(1) Municipal ot^troi, four annas per oc*nt. 

(2) Oaushala fund, six annas per cent. 

(8) Taulait IJ pies per rupee. 

(4) Palladars, 2 Kcers jh'T cart. 

(6) Kahars, i seer per cart. 

(()) Chamarias, 4 chattaks per cart. 

(7) Sweepers, i seer per cart. 

(8) Chokaras (who put grain in iarazu), 4 chattaks per cart. 

(ti) Baba Sewa Cass ichungi)^ i seer per carl. 

(10) Gosham Baba (chungi), 4 chattaks per cart. 

Question 4. — The cultivator stores his grain in bakharis and clay bins. No suggeetjons 
for improvement can be made unless there was general improvement in his methods of 
living. 

In markets the grain is put in gunny bags which are stored in residential houses. 
This practice is insanitary I think it should he storetl in masonry gmlowns specially 
built for the purynims 

Part C . — Extent and nature of agricultural indebtedness. 

Question 1. — In village Phardahan, Oel estate, district Kheri, abont. 45 tenants out 
of about 100 (members of co-operative sockHies) are indebted to the extent of about 
Bs. 1,725. Of this Ks. 1,200 are Be<'ured by registered deeds against general assets and' 
Ks. 525 are unsecured debts. 

Question 2. — The principal creditors of the agriculturists are professional money- 
lenders, grain dealers, co operative soc-ieties and Court of Wards in respect of taqavi loans. 

The richer agriculturist lends to the poorer from 5 to 10 per cent, where relation- 
ship exista. * 

The amount due (o moneylenders is 70 per cent, and to co-operative societies and 
court of wards 30 per cent. 

Part E, — Land mortgage hanks. 

Question 7. — In this district good villages generally fetch from 20 to 25 years* 
purchase value, and therefore I think the value of land for purposes of mortgage should 
be calculated at something less. 

The value of land per acre varies according to the quality of the soil. 

The factors affecting such value are — 

(i) distance from the village (land close to the village is more valuable than land 
at a distance). 

(11) means of irrigation. 

(iii) fitness of the land for the growing of valuable crops. 

Better pvices for land are obtained hy private negotiation than by sales by govern- . 
ment auction for non-payment of revenue or by sales on court decrees. P^haps the reason 
is Uiat while in the last two cases the property must be sold, in the third case the sale- 
if optional. 

The proportion of the annual net yield of average quality land to its markot value 
under normal conditions is 1 : 4. In the case of inferior land the proportion is 1 : 10. 


Ma. jBruAK Lal. 
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Konwar JASBIR SINGH, Bar.>«i>LAw, Spedal Maiia|ar, 

Court of Wards, Balrampnr (Oadh). 

Replies to the qaestloiiiieire. 

I. — AoRiCUlTURAt CREDIT AND CREDIT FACUirTlKS. 

Part A. — Agricultural borrovring for purposes of production. 

Question 1. — Tbo agriculturist l>orrGW8 from the following classes i>f lenders : co* 
ofierative wxieties, village moneylenders, village thekatiars, indigenous bankers and 
tradesmen. The objects of his lK>iTowings and the proj>ortion8 of debt du«» to earir 


obje<‘t are as follows : — 

Repayment of earlier debts ... ... ... 5 [Ntr cent 

V^ayinent of accumulated interest ... ... 

Marriage and other wxnal functions ... ... 

Famine and other kinds of distress ... ... 5 

I'ayitient of land revenue or rent ... ... SKI 

Seed ... ... ... ... . ■ • 5 

W ages of labourers (generally paid in kind : cash is rarely 

required ) ... ... ... ... 

Fun base of plough ami other cattle ... ... lf> ». 

Subsirttence ... ... ... 


Tender-proprietors also Ixtrrow to a small extent for litigation. 

The projxirtion in which the debt i« divided nmongsi different lending agencies is 
as follows : — 

Village inonevlendeni ... ... ... ... 70 prT cent. 

Indigenous bankers ... ... ... ... 10 ,, 

Village ihekadars ... ... ... ... 10 ,, 

Tradesmen ... ... ... ... 10 ,, 

Of the total debt 90 per cent, is taken in cash and 10 per rent, in grain, moat of it 
for short f>enod8. 

(Juestjon ‘i. — Hates of interest are as follows : — 

0 For cash advances ... ... 2.5 per cent. 

<m) For Ion ns in kind for seed ... ... ... 50 ,, 

fill) For other loans in kind ... ... ... .50 ,, 

Cooperative w^cieties charge ... ... ... 1.5 ,, 

General simple interest is cliarged. The rates are exorbitant. Tn addition 5 per 

cent. i« charged incidentally generally at the time of the grant or repayment of the- 

loan. 

Question 3. — The usual kinds of security are land mortgage, stand ing crops and 
ornaments. 

The better the title to land, the greater the indebtcMlnesH. Tlie groat majority of 
eamindors in the estate arc under-proprietors; almost ail are indebted. So are the various 
classes of tenants. Some of those Tenants are free from debt, members of whose families 
are engaged in occupations other than agriculture. Debt on land mortgage is increasing, 
but the proportion of unsecured debt is appreciably larger than debts secured by land 
mortgage or otherwise. Broadly speaking, the debts of zamindars and occupancy tenants 
alone are secured. Tenants generally borrow on the security of standing crops. 

Question 4. — Creditors almost invariably secure payment of the debt at the time 
crops are harvested when they or their agents apfiear at the tbreshing floor or at the 
houae of the borrower. Reootfhie is rarely had to formal distraint or n court of law'. 

The cultivator, both at the time of borrowing and repaying, generally sustains Sk 
toas d about two seers in the rupee, as compared with the market rate, though he hasv 
every means of ascertaining the market rates. 

Kctkw.^b Jasbib Sinoh. 
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Question 5.-— Thtj cultivator does not niaJte full ixae of the iaqan Bystem : this i» 
'due to his own ignorance and la<ik of cncouragcnient on the part of the authorities 
concerned. He rarely borrows taq^ci in ordinary years. In abnt)rmRl years he borrowt 
freely. 

The procedure and method of collection and distiibutioii of iaqavi are both defect* 
ivc. Far Ux) much reliance is at present plac^nl tm tbe patwan, with the result that his 
recoinniundathinH, wliether tlicy he right or wrong, are almost invariably a<'<x*pUMl. En- 
<{uiries should bo made by no^aiiM of a reliable executive offuial, who 8h(/uld be instructed 
to seek unofficial assislrtpce to as great an extent as possible. Patwaris shoald have 

nothing to do with distribution and collection of taqati. They should be replaced, as 

far as [Kissiblc, by Iwal reliable men, landlords and other intiucntisl [H'rsons. In other 
words, the patwaris' :ter vices Hliould 1 k> restricted to supplying the information wffiich is 
-essontial for pur|K»s(;s of rlistrihulmn of taqavi and whi<li is finxMirable from bis papers. 
Due regard should be given to the paying capacity of the agriculturist at the time of 

disirihution and collection, and long term instaiments should always be fixed. 

The aV>ove applies cijually to tbe Agriculturists Ix^jiins Act and tbe Ivand Improve- 
ment Act. The realisalion of taqavi loans for seed in one instalment acts as an impediment 
to the ciiltivators to borrfiw taqnri. The borro\v€*r would iniicli rather have his loans for 
seed from the jicrson who would distribute (he repayment tf> several years. Ah hiicIi the 
distrihiitiou for nil purjxiHea on long-term inMlalmenis is suggcHtcd. 

Question 0. — There is no combination for the piJi|>ose (f prodiudion. The com- 

liination is certainly desiruhle, hnt it in very difficult to induce pcojile to combine in 
such matters. 

Question 7. — The present syst^un of ngriciiltural liorrowing is full of deftnds, wffiicli 
briefly are the charging <»f exorhilant rates of interest and other incidental charges, 
-combined with the iiiiHcrupulouH tactics of moneylenders; tlie illiteracy and 

j.K)veriy of the tenantry at large are the chief causes. As remedies, I suggest liberal 
education and financial help by the (lovermnent in (listrilmting faqari on low interest 

and on Jong term instalments, and the exi>anHion of the co-ofierativo movement. 

Part B. — A gricutturat horrr.triug for purposes of ynarheting . 

Question 2. — For marketing fmaiuM' monev i.s supplied hv grain inercliantH and 

e>j|Hirting firms. h'xporting firniR generally speculate and advance money for purchase 
id crops at a fixed rate sctthHl beforehand, while grain merchants advance money on con- 
dition that the crops are made over to them at a rate above the prevailing market rate. 

Tliere are 1(K) cooperative soi'ieties in the Balrampur estate, hut they do not 
assist in the innrketing of crops. Tlioy should. 

Question it. — Marketing ehargos paid by the ciiltivalors are as follows ; — 

(i) Ont‘ Hpor per rupee to the hanta. 
tii) One |:>er cent, to the arhafUi. 
fiii) One per eent. to tlie beopari. 

Question I. — The cultivator stores grain in his own house. Dchrees of mnd 
and hakhars made of straw and mud are used for this purpose. 

If store houses are built in villages it would be an impnivement, hut this needs 
money and the cultivator has none to spare. 

There are nine grain markets close to railway stations in this estato provided 
with pakka shops and godowns. The grain is stored therein. There are no defects. 

QtiS.«tton f). — The American system of licensed warehouses should he worked in big 
commercial towns of India. In the beginning there will certainly he need of government 
.assistance in the matter. When the system remains in vogue for a certain number 
of years and gains ix^pularity, no further assistance in this matter by the Government will 
he required. 

Qtsestion 7 , — I know of no combination for marketing crops, and such combhmtiQil 
is desirable and more likely of accomplishment than the combined production of partiealar 
'Crops. 

QuMtion 8. — No serious complaints as to the system of weighment in the markatf 
"have BO far come to my notice. 

KuNWAR Rinoh. 
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Quiv^ton 9. — Exporiiag firms and c«>mpaiiief» are not e.v'^nng in ihoa« partu, but 
email traders, doing export to bigger towns, do sometimes R|>eoulate. The price* are 
generally regulated by the market rates in bigger towtia with which local trader® have 
any connection. The cultivator s prnfit is c^Ttamly affts'tcd to some extent by the variation 
in prices resulting from such concession. No suggestion con bo iinwle for protecting the 
cultivator as this is the question of supply and deinaiHi. 

Part C. — Extent and nature of agriculturai tttdeldednes^. 

Quejstion 1. — The estiinato of tlu existing indebtedness of village Dhuaaha 
is about double the annual rent paid t»y the t4*naiitK. and circumstances here arc 
exceptional as a largo number of (be renidtiits »»f this village are in estate service. The 
ratio of indebtedness in many of the estate villages is pmbabiy appriHuably larger. In u 
village like Dhusaha the amounts secured by tenants on land !n(»rlgages (unregisteriHl) 
would come to al>out 30 per cent. The amount t«f debt incurred against other securities 
would be — 

Ornaments ... ... ... ... ... 15 per cent. 

Crops ... ... ... ... ... 50 

General assets ... ... ... ... ... 5 ,, 

Quefium ’2. — Pndessmnal iiK»nevIeiid< rs, gram de.ilcrs, uhgenous bankers and co- 
0 {H‘rafivr H<M*!eties ai tio* agnt ulturist’s principal crwlitors. 

The amount of debt due to each class is as folh»WK : — 

Pndf sKional moneylenders ... ... ... ... 70 jht cent. 

Grain dealers ... ... ... ... ... 20 ,, 

Indigenous bankers ... ... ... ... 10 ,, 

Co vtjK'rative wKicticft ... ... ... ... Almost ml. 

^ue<tior 3. — l<aiid iiikI rights in land nri* not passing from efiicient to inefficient 
fannerH. Tenants though they do mortgng* their land, eannot, under law, givi^ over tins 
land (»r any rights in it to anyone, as the estate i« the sole jiroprietor. llnder-propriotoMi 
are regularly losing properly, which is passing into (he hands of professional moncyieuder® 
and the like who are far from eflirienl as fannerH, hut the debtors tlummidveH lieiong to 
tlio high castes, and are little Ixdter. 

4. — ^^.Mrnost all under proprietors in the Balramptir estate are in debt. 

Quention 5. — Generally speaking the eaiisea of indebttMlneHB arc as follows in the 
ca^e of under proprietors - 

0) Ijack of intcren! in agrieulture and bad farming. 

{it) Unnecessarily lavish ex|>endiluro on rorciuonials. 

(iii) Kise in the standard of living. 

(ic) General extravagance, 
fr) Immorality. 

(ri) Ijack of the proper tyt>e of education. 

(cii) Litigation. 

(ciii) Increase in the number of shareholders without a corresponding advance in 
the seeking for or securing of cxicupations. 

Part D, — Credit facilities in respect of agricultural production and maTheiing, 

Question 1. — In this estate indigenous bankers, professional moneylenders and grain 
merchants advance loans for their own interest only, charging a high interest and purchasing 
produce at low prices. The Balrampnr estate and co operative societies lend money for 
crop production at reasonable rates of interest. T)ic existing credit facilities aro not 
adequate. Expansion of the co operative movement financed by the Government and local 
bodies tinder the supervision of the local Government is requirt?d to increase them. The pre- 
sent system is faulty. The creditors in the main are persons seeking only to benefit them- 
selves. The enUivafors are generally uneducated and prefer to I>orrow from persons who do 
not press them, for payment at regular periods, even tbongb such persons charge a miicb= 
higher rate of interest than WH4S8 like the co-operative societies. The latter are rarely 
able to satisfy the needs of the borrowers in full, and the agriculturist, who is never fr 
hardly ever free from debt, prefers the professional moneylenders’ system whereby he only 
has to pay interest. He suffere, of course, in the long mn as in the great majority of 
cases he pays to his creditor far more than the airmnnt originally Iwrrow’ed in interest alouf 

Kitkwab Jasbib Binoh. 
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nod tbe capital debt at the end of this period remaina as it was in the beginning. De» 
spite thi<) fact the agricuiturist looks upon this method of repayment of a debt as pr^erable 
because the charges levied from him from time to time are such that he can somehow or 
other manage to pay them. The professional moneylender and his kind do not desire that 
capital should be paid bac^k. Their whole and sole idea is to recover far more than they 
originally lent in the shape of interest alone. By following this method they not only 
recoup much more than the amount originally given to the agriculturist, but in addition 
the latter remains in their clutrbes as the capital debt is not touched. 

If the amount of interest charg«»d by professional moneylenders and the like could 
be legally c^ontrolled, and if they were forced to keep proj>er and detailed accounts, tha 
ouitivators would be saved mucli misery. All creditors sbould give much longer instalments 
for repayments dian i» the custom at present. 

Part E, — Land morigage hanhs. 

Question 1. — Ijoans are obtainable by landlords for long |K‘ri«><is lo tlu' extent of the 
market value of their projH-rty minus aceumuiati^l interest for the period b>r which the 
loan is given. 

Htatulory tenants cannot get loans for Jong ju'riods, hut those having occupaneg 
rights obtain loans in the sanio manner as landlords. 

Question 2. — T.x)ng period advances are seenred on land. But moneylenders charge 
a very high rali^ r)f inlcrest, end .vs their whole and sole desin is to become owners of 
the land in question, they insist on such terms as make it practically irnpoa.sible for the 
borrow** t to repay a loan. 

<Pi4g>rhVm II. — Nondransb'raldlit y of his tenure makes it ditbcult for a teTiant to secure 
long-term credit. 

Question 4. — An occupancy rigid serves as adequate security for htng-leriu credit. I 
would not alter the law to make it more adequate. 

Question 5. — H'he estahliHlum'hl of a land mortgage hard-c would ease the prcHcnt 
jmsition. The Bunjah system will suit us. pr(»vided such neKlificat ions are made in the ca.so 
of statutory tenants us will enalde them to borrow on the security of standing erttps. 

Question 0. — Om* such land neutgage hank wilt siifiicc fnr the Baliampnr estate. 

I suggest the following conditions : — 

fi) There should be u captial of at hast Ks. 20,tX),(X)(). which landlords, tenants, 
capitalists and (►thers residing in the estate should Ik entith‘d to .subscribe. 

(it) The immngeiiient should he on the lines »dopt<d in the case of co-operative banks, 
but control sliould ri'inain in the hands of the <'8tate. 

(hi) Tlie maxinuim period of the bunk’s loans sliould l>e twenty years. The 
margin l>ctweeu tlie amount of loans und the valuation of the mortgage siiould he five 
times the estimated annual net inctune itfler dt^lucling land revenue of the hind inort- 
gagt‘d plus other incidental eharges, 

(If) The hank should obi am working capital from dejn^sits and debentures which 
should carry an estate guarantee for both principal and interest. The estate should 
take up any delnmlures not taken by the public. 

(u) The law should l>e modified to secure for the bank — 

{a) Free issue of certificates. 

(h) Abolition of stamp duty, registration charges and court-fees. 

(c) Notification of projx'ised mortgages. 

fd) Bimplifiealion of pr<x:essea of foreclosure and sale. 

(c) Power to manage defaulters* estates. 

Question 7. — The best method of calculating land value is to take it at twenty 
times the estimated net income after deducting land revenue. 

The value of land varies with the class o/ soil, sources of irrigation, transport 
facilities and production of the more valuable crops. Forced sales at government auetioii 
or on a court decree usually mean that land can be purchased at less than the market prioa. 
ILand obtained by private negotiation ic generally ptircJhaaed at market prices and soinie- 
times above these. The annual net yield of average land under normal conditions ii 
between 3 and 4 per cent, of its markH value. 

’KurWAR Jabbir Binoh. 
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Pari H. — SmaH urban 

Question 1. — Small urban industries arc fiuauoed by th«> village numoylendera a^d 
tradesmen; the artisans obtain^ their materials and bioU from the latter, ^bo generally 
take the wares in lieu of the money advanced, at prices fixed beforehand. Theae middle* 
men purchase fnim largo dealers material, etc., at far lower prion's than those which they 
charge to the wxirkers who take material from them. 

QuesUorts *2 and 3. — No karkhana exists in the estate. There is, of course, no 
aweatod labour in consequence. 

Question 4. — There is no co-operative society of artisans in the estate. 

Qiisst40M 6. — An industrial bank, co-operative or joint-stock, is roquiretl to impnm* 
the system «>f finance : it should issue loans both to artisaii Bix?ietic8 and to individual 
artisans. 

Question 6. — Bales associatitms and dt^p6ts should be orgaiiistMl, finanerd and tiiAnag- 
ed by co-operative stwieties. district and municipal boards and ( ojvcrnmcnt . 

Part J. — Internal remitUtnee and negotiable iruitruments. 

Question 1. — The Balrainpur Kaj Central Co of>er»live Hank and its const it iicnt soiietics 
enjoy the privilege of internal remittances througluuii the Halranipiir Haj hy means »if 
chalans and cheques on the Balrainpur Court of Wards (rensuries and suh tressuneH ; other- 
wise there are no facilities, but none are ne«ded. 

Question 5, — The jxist office agency for handling internal reiuittiincci* sViould be 
ly^iLtended and cheapened 

t).-^)nly two kinds of hundis are current in the ten gram uiarkets 
within llu^ Bulrampur estate. One is called darshatii, winch is paid as Ktton as it is 
presented, and the second is calltxi mudattt in which some fixed jwriod is given. No such 
facilities exist in the interior of tlio estate. 

Humhs are held by middlemen and merchants; lliey also pass freely from hand lo 

hand. 

They are discouDte<l in all the trade cenfros of India, re., CalcviKa, Bombay, 
Cawniiore, etc. 

Question 7. — In grain markets merchants alone can borrow money on the swurity 
of railway receipts and invf>ice», 'I'!»-ty receive between KO |>er cent, to IK) per cent, of the 
amount of the receipt, etc. No dilTu'iilty is experienced in using .such inKtrurnents, 

IT. — Indiornohb bawkino. 

.4. — Organisation of indigenous banking. 

Question 1. — The various classes of indigenous bankers in the estate arc — 

(i) Grain dealers, who deal in hundis also. 

(ili Tradesmen other than grain dealem. 

(iii) Moneylenders. 

(iv) Village moneylenders. 

(i) Grain dealers purchase grain in the markets and also in the villages. They 

sometimes advance money before the harvesting of cnqis. At the time of disposal f»f 
their stock they make use of hundis. Their .system of work is as follows : - 

{a) c^ash payments are made when purchases take place in markets ; 

(b) when advances are made either interest at 25 per cent, is charged or the 
grain is taken at a more favourable rate than the market rate — this 

rate ranges from one to two seers per riijx^e above the market rates. 

(ii) Tradesmen charge higher prices for material from borrowers than the pre- 

vailing market rate. Somelijnes intcrcsk^is also charged Jf payments are made aft^r 
long periods. 

(iiii) and (iv) Moneylenders usually charge on payments in cash 25 per cent, 

interest, and on payments in kind 50 per cent. 

Indigenous bankets do xmt usually combine other husinesa with their own. 
SuirwAB Jasbib Bikoh. 
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Question — (ij Ixisos are g^iven for tbo following purposes to agriculturists : — 

(а) seed, 

(б) cttttlf, 

(c) subsistence, 

(d) payment of rents. 

When payments ure made in kind for send and subsistence, realizations are 
made on the ^airor system. 

For loans in canli, interest at 25 per cent, is charged. 

Crops are tlie priitci[>ai i>«s<’urily and such loans are given for short periods only. 

(ii) In<3igenoiiH bankers advance loans to tradesmen for kmg [HTiods or short 
period^, as tlie cuse may be, on 12 per cent, interest. Immovable pmperty is some- 

times held in hoeurity. Ijoans ure also advanced on personal sureties. 

(iuj Kaw iiiuteriulH arc supplh'd 04, loan to industrialislB at prices higher than 

tlie prevailing rnarkrl rate. The dealers in raw materials o[)en personal ledgers for 
iKUTowerH. No security is taken. Interest is changed on deferred payments, as well 
as when hnrntwers lM?gm to have dealings w'ith others. 

Question 5. — Indigenous bankers keep hahi khatof in which a persr)nal ledger for 

<'very borrower maintained, bearing credit and debit entries. 

/I . — liaising of funds by indigenous hankers. 

Question I —Tlicre ure only two forms of hundis prevalent here — (i) darshani and 
(ii) mudatit. The mudaltt hundi is more in vogue than the darshani. Samples are given 
below.* 

« 

Question 2. — Indigenous bankers provide themselves with funds from large money- 
lenders, when mreKHary. They have no dealings here with the Imperial Bank of India 
joint. st(K'k hanks, 

C. — Advances by indigenous hankers. 

Question 1. — No cash credits are allowtHl here. Loans are made in cash, kind 
and raw materials. Fr»r short-term loans a higher rate of intert‘«t is charged. For long- 
term loans a lower rate of inti^rest is charged, but in luldition comj)Oiind interest is 
also charged. I;onn'< are gimcrally taken for puriK>3e8 connected with the profession 
of borrowers. The usual (yjx's of security are land, crops, houses and shops, and orna- 
ments. The various rates of int<u'est are : — 

(i) From landlords, 9 to T2 per cent. 

(ii) From tradesmen, about 12 per cent. 

(iii) From agriculturists, 25 to 50 per cent. 

Question 2. — Any organisation of banking which reduced the present rates of in- 
terest would he welcome ; and it would benefit the agricultural community to some 
e.vt4rnt at least. 

Question — ('Ilients are mostly illiterate and at the time of repayment their 
accounts are very briefly explained to them by their bankers. Frequently no informa- 
tion is supplicfl. 

E. — Defects of indigenous banking. 

Question 1,— Indigenous bankers are looked upon as a necessary evil by the 

public. 

Question 4. — There are many defects in their business methods. The possible 
remedies are — 

(1) G<n eminent legislation for fixation of maximum rate of interest. 

(2) Licensing of moneylenders, who should maintain proper accounts, which 

may he open to inapetdioii by government authoritiea. 

(3) Increase in education. 

(4) Expansion of the co-op<'rative mofement, 

(5) Genuine support by landlords, educated and influential persons and the like 

to improve the cr»ndiiion of the tenantry. 

Que.9tion 5. — Indigenous bankers are usually able to meet all acceptable demands. 


Kunwar Jabbir Binoh. 


♦Not printed. 
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O . — Cowolid^itMn of indi^emu$ bank*, 

Qucttion *2A. — It is desirable to enact by means of legislation that moneylendera 
should be licensed. It would certainly be desirable if they arc restricted to fend for 
productive purposes only. But this does not ap|>ear to Ix' very practicable. There should 
be some such condition that money lenders maj’ lend money for puri>»>se8 other than prmiue* 
tive m cases wliere thev are satisfitnl that the necessity of a particular horrower justifies 
the iLioneylender to lenJ- 

III. — IxVKSTMFNT AXD ATTRACTION OF CAIMTAI . 

.1 . — Encounujetnent of A-ariu^ and inresimcnl habit. 

Question 1. — The existing banking resources in the eslale are coojxTative socit'iies. 
the }K»st office and indigenous hankers. Th<y are not adei|iuiic; further capital to the 
extent of Bs. ‘2,<.K),tXX) is retpiire<l. 

Qifrfition 2. — The c^>' 0 {H^raiivf hank and jsisi idhees arc (he (’uly agencies for 
ent oiiragiji;^ investment. They provide iiiade<HJatc facilities and re«|uiri‘ cx(euHlon. 

(^:ic<{ion ri. — Tiicre is a great deal of invcstmeiu in gold and silver. 

Qae/ition 4 — Tin* fKtpularity of fM^stal cash certificates is limited (o towns only. 
Sicfo, sMch as those mentioned, should be taken to make them more po|>ulnr. 

(^jjcsfion — Tost office savings hanks <lt» g<Hsi woik, hnl ine nseti t«nly hy resideiitH 
of t<»wns. In niral areas, (iicrt' should he expunsinu o( post offiee savings hanke, 
v ill ig* i u t«j>era‘iive liunks aiui joint stoek hunks. 

Ik— (hoernment may i'oin|ieti‘ witli hanks in utliacting (a|»itnl, hut siuli 
corni' tition is> l-calthy. 

<Pae$fn>?i n. — I^n al bislics might be allowed t(» creau* savings lianks, hut sneh banks 
should L>j)cra;e only within tlio munieipul area, and ruieH regarding dejKisits and withdrawaU 
should he very simpk', so that jXKjr residents of the t-nvu imiv lie euconraged to invest their 
moiuy. Municipal savings linnks slnuild in their turn invest inone\ in hanks, 

V. ithin tlie district in which the inijni< ij>ality exists. 

11. ™'ro attr.ict the Himill investor improved fiostal cash tvrtificatea iiiul 
Miiiilar Ijoruls is.stied hy the (iovernnieiit for «mail value should lie i.s.mied. 

fiotis II an'l TJ. — The major ]>ortion of surplus money is spent in making silver 
and gold (.rnameiita; the remainder is either buried underground ru- lent out on cxorliitant 
rates of inierest to agriciilturi.stH and otlierH. 

<^ue !ton l-'k — The hanking and investment habit is of alow growth in India. This 
IS due to illiteracy and want of confidence. Propaganda by (tovernment, fliipported by 
tin taking of a live interest in the matter hv landlords and influential and educated 
t>erj*on«, would doubtless ho helpful ns reniediea. 

P . — Cheque habit. 

Question 1. — The eherjue habit ia growing hut alowly. 

Question 2. — The abolition of (he stamp duty has incregHcd both the uho of 
chef] lies and the number of accounts. 

QueHtion 3. — The educated classes alone use cheques . 

QueMiton 4. — The cheque system should be intr<’>duc<>d for payment to government 
servanis. hank finployees and tlie like, who draw' a salary of Hs. 5(K) u month and 
more. Payment of government dues by means of cheques should be encouraged. Post 
offices should be allowed to open cheque accounts. 

C . — Pernoewiar gcript in banking. 

Question 1. — Vemacnhir sc..?'t should be used in banking. 

Question 2. — \Ve prefer the use of the Kagri and Persian script. 


(See oral evidence of Mr. Ganesh Datt Acharya.) 


KrvvFAii Jasbib 8i>*gh. 
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Mr. OANESH DATT ACHARYA, Penonal Assistant to the Special 
Manager, Court of Wards, Balrampnr (Ondh). 

ORAL EVIDENCE. 

Lucknow, January 28, 1930. 


Present : 

Mb. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. ... Chairman. 

Db. Kadhakamal Mukpjufb. M.A., rh.&. \ 

Bai Bahadur Bandit G. H. Upadhya, r.a. ... f } femberi . 

Kai Bahadur Baiuj Mohan Lal, m.a., ll.b., m.l.c,.,. ) 

Dll, Xj« C, Jain, m.a., ll.b., I’Ij.d. ,,, Secratary. 

[Notk. — Mr. Canesh Datt Acharya gave oral evidence in the place of Kunwar Jasbir 
Singh. Par. -at‘ Lair, Special Manager^ Court of Wardji^ Balrampur iOudh), and the 
references to trntten evidence in his evidence are to the written evidence of the latter.] 


The Chairman : You mention that tenants borrow money from village thekadars. 
*\Vhat is a village thekadar exactly? — TIio estate villagea are leased out to certain persoofl 
and they are called thekadars. They are hereditary thekadars. 

The amount that you put down for marriage and other social functions is only 6 
per cent. Is not that very small? — The tenantry consists of low castes mainly and so 
they have to spend little. 

They 8 i)end very little, but still the proportion will be the same. Is it because 
it only happens (weasionally that you put so low’ a figure? — The other party too helps 
them on these occasions. Marriages do not take place every year and the 5 per cent, 
of the yearly income has bo<*n estimatod. 

Dr, Radhakamal Mukerjee: How’ does the other party help? — In low castes the 
bridegroom pays some of these exjxjnses. 

The Chairman : You consider that the terms for the repayment of taqavi are not 
properly fixed. What are the terms, — the same as for land revenue, are they not? — 
Mostly one year's time is given for repayment; and suppose this year the crop has 
Called to some extent they are required to pay taqavi in another. 

But don’t tliey suspend taqavi then?— I think the Government finds a great deal of 
difficulty in suspending it. Tenants find it troublesome because they have to pay several 
kinds i>f dues at the same time. The landlord wants his rent; Government wants its 
taqavi and its revenue; and the moneylender wants his interest all at once. The only 
solution is for Government to postpone its dues. I think taqavi should be repaid in ten 
vears. 

Dr. Radhakamal Mukerjee ; If in these ten years you have another bad harvest, then 
how will the situation he faced? In this province you will find that years of bad harvest 
are not postponed so long. — (lYifnew) But who knows, the conditions of the tenants may 
change. 

The Chairman : We have got to hope for the liest in that case. The thing is bad 
enough without making it worse. Another possibility is that the tenant should borrow 
iesB ?— -There is one grtmt difficulty in the estate. When the tenant finds it impossible 
•to pay he simply escapes into Nepal, the border of which is only 20 miles aw^ay. Having 
ibis refuge he sees no reason why he should not borrow as much as anybody will lend 
him. 

Dr, Radhakamal Mukerjee : Who 6808736? Those tenants who have lost their land 
-or are overburdened with deVd?— Two kinds of persona go there, tenants and harttahas. 

Mr, Ganesh Datt Achabta. 
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When the bnruicn of debt beconjcs t'H'k heavy. I supposed* — Yesi. Wluni they (fn 
to Nepal they are given land, f£i«/ari and hullotka, bexan^o tho cUiwatc in unhealthy and 
there is plenty of land available. The Nepal Govenmient prays for famine in Balrainpur, 
ause il means ten or twelve of their villa>»ea again Inv^ane inhabit-eii. 

The Chairman : Have you got co ojwraiive aix'icties? — Yea. 

Are they working well?— Yes. But on account of \fr. Kliarogat they are not improv- 
ing. He has fttopjxxl further expansion. 

Can you send us the original figures for village Dliusaha whieh you have mentioioMl 
here? — Yes, I will send them later on*. They are not yet ready. The (icri'cntages that 
are given in niy written an«wer have U'en arrived ut after making detaiUsl enquincK. 

Can you tell me of what caste are under proprit'tory there? — rnder-proprietors of 
Balrampur are gen* rally high ea^te people, KahatriyaM, who are inoatly rclt^iona or idauHnicn 
i--i the Maharaja, and uhammadans- 

/)r. Ihnihtikamal Mukrrjff : Are theae profoRaionul moneylenders to whom land i» 
passing regardcMi as inefficient farmers? — They :ire mostly Bralmiana and Kshiil riyjis. 

So you have come across cases of nt'ghvJ of land uctually? — Yea. 

Are there many instances where land has thus paased from tho handa of these 
under-pr<q>rietorfl to this c'la.H.**? — V ch. 

Can you give tia a rough estimate of such cas<v'« in n village of Tliakurs ? - No. 

Do you think that 10 or 15 jht cent, of land ha i gone to thewn mouevletulerH ? — 

CR. 

W it Inn wlc'it prnisl? — Say, 25 years. 

Have lh )^e under proprietors now luMMune tenants? — Not c*xaetly tenuntH. Ti'liev 
always contrive to vu\c some land f<>r lhoniselve.‘<, in nioRt ( aseH. 

Are these, small hiiees of land enough for (him?— When ao much land was not Ruflt 
tient, bi^'W can this be *’ 

/icii liahadur Pandit C», S. Vpadhtja : How do lliey go on them? — Well, tliey have 
e, get on sc^rnehow or oihtr. 

Of what place are (he.se money lenders reHidenfs? — Of the BiirnC! placo or of tiio 
neightxmring villages. ^ 

Of wljat caste are they? — They are moxtly Brahinans and Kshatriyaa, 

Are there no Vai.shyas? — There are Vaiahyas, InU only a few. Money ifl advanced 
on tin se irity <d land, but the moneylenders are intereatcd m the accumulation of interest 
and (hcnitv acquire tlic land finally. 

Vovi Ruy tliat land mostly to Brahmans and Ivsbalriyaa who live cither in (he. 

.^^ame vtllage or in the neighbouring villagcfi? — To lUuHtrate ray reply I would just give an 
extiiiipie : There w as a m:in in whose family 25 years ago people used to till the land 
theinstdves, Init now the faroily is so rich that it can lend even Rs. 60, 000 in a lump 
sum. and he was Die person who purchased rno«t of the land. He died about a year ago. 
Cither people are licentions and extravagant and borrow money; ao their land has (<i 
he sold at one time or other. 

Yon have slated that monevlendera are Brahmans and Kshatriyas. who also do 
cultivation. May I presume that they are doing the husiness of farming as efficienlly ai 
the. previous owners? — They cannot he called efficient fanners. 

Nor wde those who were debtors? — No, by no means. 

Dr, Radhahamal Muherjee : Arc there hania moneylenders ?— Very few. 

Do under proprietors lend amongst themselves? — Sometimes they do. 

Arc there many cases in which moneylenders have advanced money? — Ycf. 

The Chairman : Do von * think that, their indohUxlness is not on aecmint of 
their ctmdnci? — There are two factors responsible for their indebtedness. Kither they are 
licentious or they arc ^travagant. 


Mr. Ganesh D.vrr Acharta, 


♦Not printed. 
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Dr. Radhakomal Mukerjee : Are there any eaaea of indebtedness solely due to tiie 
ajualinesA of the holdtngH on which they could not su[>jx>rt their families? — No. It is* 
%try seldom the case. 

The Chatrman : Have not the Thakiirs of your village got big holdings? — Yes, they 

have. 

Have smaller tenants been rednced to the jxisiuon of agricultural labourers witli 
no land? — Ytjs. The jHisition will be worse this year. Last year there was famine 
and most of them will liave to quit their land. 

Dr. Hadhakamal Mukerjee : Will they be Hoating alxmt in the same village 

for lal>our or go away U) otlicr villages? — Hijinetnnes tltey remain in the same village 

and sometiuiOB they go aw’ay if the burden on them is too heavy. 

l>o they then migrate to Nepal?— Ves. 

Hai Bahadur Pandit G. S. Vpadhya : You have stated that professional money lenders 

and grain merchants ailvunce money for iheir own interest. Will you plea?ic explain this? 

— Wiicn they lend money they do not ( an* wdu ther the be rrower will be able to repay it 
or not* but only try to extract as much as jxissible out of him in the shape of high interest. 

l)o they HometirneH lost* their print ipal? — As a matter of fact most of them nev»-r 
get their princii'xil hack, but they <lo not care for it, because they are able to realize lO'i 

per eeiiL. of their principal in the shape of interest. They never demand their j>rir;cipal ; 

ill fact they want that the loan simiild remain outstanding so that the iniere'-t may c<-ntinne 
to he paiii. 

The (*diairman : So in reality lliey do not lose an} tiling, l»ecause they realize rniicli 
more than the principal? 

Hai Biiliadur Pandit (i. S. Vpadlnja : l> ; not tenant.H want to liorrow from pe<iple who 
would not deinaad tlu^ priivipalV — Yes. They even t>orn>w from Kabulis at a verv high 
rate of interest in the form of punlnises of elotli, etc. 

Dr, Hadhakamal Mukarjet! : \()ii liavc stated that u large numher of profcwsionn! 
innuevioiiderH have got hold of land, and tlicy art* always on tlie Itsik-out for it? — No, they 
cannot get imicli iaml. They are dealing witli tenants whose land is taken <tnly l>v 
amall tenants. S<^ far as hig inone\ lenders are concerned, they <lo not care for land. 
^1 hen there is ii lot of dillicnlty also in ol)laining land. Monevlcnders give loans 

lung periotJii, say 10 or If) years, and get proper dcKMirnents execiilci and registered, and 

Kie money is alvvays going on increasing. Then Hiiit.s are filed and tliey try to realize 
ns much as it is possihle to do. They get land wlicn rcjiavmenf of loan l>ecomes 
iMuwasilde, 

7 /ic Chairman : you think that there should he a land mortgage hank in your 

estate? — Yes, it will he very useful. 

Where will you get the capital frc.in?— The estate should provide the eapital. The 
annual iiu'ome of the estate is 4t) or 45 lakhs, and the court of wards cun easily manage 
to save 10 and 15 hikba per year during the Maharaja's minority. That saving (*^0 
very well form the capital of the hank. 

You mean to say that the pstn to should estaldish a hank for the good of the 
|M'op[p there?— To be frank, the estahlishment of such a bank will be for the gcxxl 
of the estito itself. The tenants are now getting nevy rights, and if the estate is not in a 
position to maintain some kind of control over them, (hey will in course of time go out 
of its hands. In the circumstances the estate must do aU in its power to improve their 
lot 

Hat Bahadur Pandit G. S. Vpadhya : Do you mean to suggest that the estate must 
advance loans to the teuanta in order to keep them under control?— Well, it may not be 
exactly that, but in any case the estate must do all in its power to improve their lot. 

If . the tenants are unable to pay back their loans, will not the bank or the estate 
take their land*?— So far a^s this is concerned, w^e are not allowed to purchase any agri* 
cultural land within two miles of Balrampur or our estate. The tenants here have 
no rights on their holdings. 

You may not want to purcliasw? land outside, but if under proprietors are removed, 
will your estate not benefit by it?— That may bts but we do not want that. 

Mb. Ganksh Datt Achabta. 
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• 

When A lan*l bunk ih e'^tAbUslunJ aiiJ tuiauceU by the estate, \Nill not the 

land of under prt>f!>ni*u>r» gf> to the estate ami to noln^ly l Ue:' — At j>reHeut the t‘a>s6 
18 this. They ieml K«. 5 and get TU, 15 written in tlie dtxunient. When the matter 
goes to the court and the land is aueti«»ned, we ehiim the right of [vn' einptiiui, hut the 
t nciimbrauce heavy that we do i»>t want to take it. 

Do you want tlat the bank should be for the estate only? — Yes. When the ei>* 
t peralive bank was established in ilalrampur we had settled that it vvmild e»)nfme it'^ 
work Within the jurisdiciitm of the estate. 8*niilar)y a land mortgage bank amid hi 
established for the benefit of the tenants of the estate »’nly. 

We oannot have any such rt'striciion ni tiie ease v»f that bank — OVifnej*\v) Kven then 
ji d es not iiiaiter. 

If It is a l>ank of the esiatt , should it have no connection with the jirovineiai bank 
which i« not a bank of the estate? — It is not absoluiely luvessary that the estate bunk 
should have no euTincciion with the provjiieial bank. It ean liave connection with the 
proviiii la! bank, and I have no objection to it. 

Dr. Hodhahtimol Mukerjee : ^‘ou huve staial that extiorting firms generally sprvnlaU^ 
and advaiuf nionev for pun liasr * ( ontps, lh> these r\|»o?ting firms semi iheu agenU to 
\our viilagi's t*> pUM-luase gram? Yes. 

Vv bat i« the n latifui b? tween vdlage banias and these agents? — There are several 
kiinls (d p rst.ns who deal m gram, rtz., banias, small grain deiihrs, large grain 
deabrs, e\('*rnng firms like lUlh l4roiher«, etc. All these |W‘rHo!iH have their own 
ways of p'ureha grain. 

What is tin metlusl adopted by the f*xp«»rijng firms? — Dieir inethiMl is lliis. The 
agent gis‘H to a rertn.ri in.okei and asks all thf* grain deulers there to purchase graiti on hi.i 
l^half. In reiurii for that hervice he pays them <»ne or two ptr cent. n« cominiKHion on 
tiic value of the p irebase. 

To the arhatiKs' vt-u n4ean ? — To these gra<ii dealer« who pureliaao on behalf of thn 
agent These grain dealers, «« a matter of faef, do every kind of bunincss. liurge grain 
dealers pmebase and store gram and lliey aell it wlnii a favourable opportunity cojiieH. They 
iilso advance nmnev n* cultivators and purchase the eo'ps beforehand at a fiWHl rate already 
setthnl. Small dealers also advance money on condition Unit gram is sohl to them at the 
time of tbv harvest at a rid*» om* < r two seers above the market rate. 

There aniaher |sdnt. f>o these grain dealers or any of them advanee money to 
the cultivators on the condition that crt.ps are made over to them? — Yes, mostly. 

Do hey work as agents (d these c\|K>rting firms or iude,j>endeti!ly on th<dr own 
;a e« unt ?~ TJjey themselves do exjK^rting business and work independently. 

Is any capital svipphed by the exjiorting firio^ to the.He Iwal dealers for the pnrpoia 
<d financing the cultivatorh? — 1 d(» not think so. 

Is file eapifiii used m the biiHiness their own? — Yes. 

(Tiie ('hiiiniian thanked the witness, who withdrew.) 
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Mr. BANARSI LAL, M. A., Special Manager, Court of Wards, 

Partabgarh. 


Replies to Um qoesUoonsire. 

I,— AoIUCULTCUAL CflKlJlT ANL? tRKDlT FACILITIES. 

Part A. — Agricultural borroutng for purposes of production. 

Question 1, — Tiie principal perHuna from wbuui the agriculturist borrows are local 
tuonoy lenders, wbefber residing in ibc baui*j or in Ibe ncigljlMjturiiig villages. In the case 
of villugea having cO' 0 |)erative societiea the pet>ple deal v\itb them. E.\cepi in the case 
of agricuiturui caluiintics, sueb as drought, e<c., tlie pe<jple di> not usually go to Oovenmieat 
for loans. 

Usually the ujoiicy is borrowed for items huh, (i), (ii), (lii). (iv), (v), fvi), (viii), 
(xj and (xv) mentioned in the <juc*stionnaire. Tfie principal purj^oHes f«>r the loans taken 
are usually Bubsistence, seed, marriage and siK-ial functions. Enquiries show that little 
or no Joan is luken for plougha or agricultural implements, for the sinking of wells and 
building tanks, etc. 

Mostly the loan ia taken for subsistence and from the bxial mahajans or moneylenders. 

From 50 to 60 per cent. <jf the debt is incurred in giaiii and the rest in casli. 

The debt ie incurred during the moiitb.s of July and August or December ami 
January. A |»ortion of the debt incurred in July and August "is usually paid with the 
hharif gist and the balance with the rahi. The loans taken in Decemlier and January 
are repaid with the rabi crops. It will thus be seen that most of the loans are for sliort 
{leriods. 

Question 2. — The minimum rate of interest for cash advances is 2 per cent, per 
inon»em, but usually it is Its. 0*2 per cent. jM^r menRcm. When tlie amount of loan is 
MinalJ (u.sually lielow Ks. .10) and is advanced to ibe people of lower d.iss, about two 
seers of grain is rcMilisi'd in addition to the mti’ie.st and is locally known a.s “oop.” 
Compound interest i.s not usually cliarged in the case of cash advances, hut in certain 
cages the tenant puis the lender in j>osHession of bis bolding in lieu of iiitero.st. 

Grain is advanced on the sawai system. Fsiiaily if the interest is not paid with 
the kharif qist^ it is not included in the capital, but if it remains unpaid even at tlif? 
time of rahi crops it is treated as jxirt of the cai>ital for fuluro tran.sa(‘tion.s. It will thus 
lie seen that in some <'asefl the principal amount of grain advaneeil increases by 25 per 
cent, within a few months. When, however, it has not been refiaid till the rabi of anv 
year, the next chance of making payment c<ime8 at the, next rahi, that is to say, one full 
year ht>fore (ho amount increases by another 25 per cent. 

The method of calculating interest in tlie case of grain advances has been expla rieil 
above; in the case (d cash advances, whenever the accounting takes plate after a year or 
two and the debtor is unable to pay up the interest, it is usually added on to the prineipni. 

The rate of interest certainly appears to he exorbitant, but if wi‘ take into considera- 
tion the want of security in the case of most of the borrowers, it is hut natural that the 
lenders should try to recoup themselves by charging abnormal rntos of interest. 

So far as flio villages are concerned no other charges are incurred, but in the city 
of Parfcahgarh tlmso persons who liorrow money are charged a commission from 5 to 10 
per cent, at the time of advancing money, that is to say, the man who executes a pro- 
note for Tls. 100 really gets only Rs, 00 or Rs. 05 at the time. He has, of conrse, to pay 
the usual high rate of interest. The paUraris are notorious for realising 6 to 10 per 
cent, on the taqavi advance at the time of distribution. Collections of the demands are 
made mostly locally. No expenses have to be incurred by the tenants at the time of 
collection. 

Question 8. — Tn the majority of cases no security is offered. The money is advanced 
on personal rasponsibilities and relying on the honesty of borrowers. 

4. — In the case of grain loans, a very large proportion, viz,, about 90 per 
cent., ia voluntarily paid up. Ti\ the case of cash advances tlie percentage of such volun- 
tary payment is low and the usual method of enforcing payment is dunning by the local 
money lenders. Tn comparatively very few* cases is it found necessary to 61e suites, and 
these are confined to those debtors who have got transferable interests in lands. In the 
case of others the borrowers themselves strain every nerve to pay "Up, for if they do not 
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fnaiiitaiD » gcx>d rTpuimtiuii m tliw the mahajan will not lend Ihoin inonoy ii» 

they have no secuniy to off ex. 

Usually ilio repayment of a gram loan is in the form i»f grain, so the prevailing rate 
IJD the village or the tnarkei does not affect them. 

^we.>fio« .*», — Usually the people do n«»l take advantage td the fiieilihes providtx! by 
the Agneuitiinsis Ijoans Act and tlio Land Improvement Act. Lne reastm m their ignur- 
aiuv alH'Ui them: the second reason is that they have to face eertain tlitVseult tes m obtaining 
the renoiuiiiendation or the g^KKi-vvill of the hxai offteials. There is UHuaiiy eonstderahle 
delay m receiving the money, so that jt is not readily available at the time at which 
they" >^unt it. Boiiietimeis they are suhjtvtiMl to illegal cxaelionH. In everv ease the 
tuUivator \v<nild prefer to take loans from irval jK‘nions if he tan |Ktssihiv get them. 

Tlie niitivators borrt'W fto^wri to a iinieh greater extent in ahmuinal Years than 
ill riftiinal ^ears. 

It IS the usual exjH'rienco of ]»er»t>ns eoniu*cted with the villages in any capacity 
that the peitiruri and in some eancfl the qanumjttjs are a Hoiirce tif trouble to tlic tenanta 
at the lime of distnlmtion <d taqnrt. Jinpniveinent is only jKissihle to the extent to which 
tlie piituiiri can t)« eSiminated. If the list <»f the persiuis requiring taqari is prepartnl by 
the a! lie heail^piarters of tlie tahsil or the district, and tlie dislrihuting officer 

leaves the juitu an ^ there and pr<jeee<ls to the villages wiih tie ho lists and khaiauntx , etc., 
and dccith's the arnomit to l»e distrihut^^I there, with sueh help a« he can get from tha 
asscmhh'd v-liHgers, the pottniris' |m*w« r and infltienee will not he felt by the tenanta 
so MiUch The aefiial distnhution of fuqtiri should take place in the village itaelf and 
»t a time wher ihe patiran cannot get l»aek to the village, aay for a day. 1 am inclined 
i(« think that if ti»e agency of the |H»st office is utiiised f(»r the purfiose of distribution, 
the tetiWTji'^ V, ill Pi* only t<><i glad to pay the Hiimll money order commission aa they will 
tlie liigleT 4Niutwui «t thi'lUftiids of the pofirunj* The list <rf tVi<' ]»erMon« requiring 
Hqnri may ac<‘( rnpany a single moncV iinler and tin* pmlmaHter can llien distrihule the 
arru.iint. dins will s.ive » l«'t of elerienl work and would bring in some income to tlie 

(Jovernment in the slmpo of money-order commission and considerahle relief to thd 

tenants. 

(>^<r.vf.ori (). — Tliere are no itisfances wliere cultivators coinhim* together to produce 
j>artirnlar crops. Sneh a eomhination is very desirahie. hot seems hardly [sMsible in the 
existing tfate of s«Hiefy m the villages, the main reason being the illitera(\V of the ma* 
*ority of the tenants. If tln-v were able to keep • r read ordinary simple accounts thero 
would have t*een greati'r (onfiderue among them. At present a clever pr'rson can easily 
dereive others, and in any e.asf:. mrest of the villagers fee! dltTident as they are uriahlo 

to natisfv themnclves that the aeconnts have been correctly maintained. 

Part B. — Aqrimltural borrotrhtg for purponeft of marketing. 

Quff^tion 1. — T'sually the tenant.s carry a small quantity of grain ns a sample to the 
neighbouring market. There the rates are seitled with the prospoetivc buyers; these 
are regarded as prevailing market rates. HuhsequenMy, the purchaHors go to the vib 

lages eoncerned and make their juirchascs then*. All the tenants do not xisiially go U't (he 
market, but one* or fxvo who have done so communicate the market rales to others and 
the sale in the village takes place in accrjrdancc with (his. The carriage of grain from 
the village tr> the market is paid for by the purchasers. 

The grain used for domestic consumption is not usually sent to the market for 
sale. When it is receiv^^d in the shape of barter by the haniaft. vegetable sellers and th« 
like, it is collected by them and sent to the market for sale, TTic lalioiirers who are paid 
their wagcp in grain usually keep it w’ith them for their own consumption, Bometiiaes 
the grain is Kent to the market for sale through women and children at the time when it 
is needed for seed purposes. The remarks given above apply to the articles which are 
mainly sold in the market. 

QueHion 2. — It is not customary in this locality for the tenants to take any loan 
for the piirpose of sending grain to the market. The petty shop-keepers who purchase the 
grain from the tenants use their own money generally. 

So far as I am aware, tl:«c co-operative societies do not assist at present fn the 
marketing of crops. If they did, it would be a distinct advantage as the middleman could 
Ije easily eliminated. 

Question 3. — The major portion of the grain is sold In the villages and no expenses 
have to be incurred by the tenants in that connection. In a comparatively few cases 
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they carr> tiieir grain into thf uiarket. There. »umie of tiie purchaiiers are ortl’uary con- 
itiirnerH and Kf^rne are i^rnall traders, the banfutf who purchase Kinall quaDtities of grain 
and wlieu they have euflicient ftUK*k, pii»» it on to the larger dealers. If the tenant has less 
than a pony-load or a caiiiel load of grain, the arhatiaff do not purchase from Jum direct. 
A caiiicMoftd is alwjijt eight inaunds in weight and a pony-load alx>iit two inaands. Then 
the tenant sells liis grain to the Kinall dealer in the ha/.ar, and the latt/er makes a profit 

of out? (»r two fiice per ru|K*€. 7’he rate of arhat varies with every market and with 

every c<imtii(»dity. 7'he arhat is however not paid hy the tenants. There are very few 
comniisHion agtriits in the locality. T’here are no brokers, Occasionally bazar dues are 
also levied, hut these are not paid by the tenants who sell the grain, but by the pt*r8ona 
who purchase it. 

Qucfftion 4. — 'I'hc grain is stored liy the cultivattir in the following inanner : — 

(1) They have in their houses what are locally known as ‘ f/ur/' 

This is a htdlow' below the ground-level about 10 feet deep. \V iihin layers of hhitsa 

the gram is stored l<x>8fr. By giving sufticiently thick layers of bhusa different kinds of 
grain cun be stored in the saine pit This metluKl »»f storing is, liowever, adapte<l by 

only those tenants who have large ijiianiiiies of grain, and their niimhcr is naturally 

«4rmill. 

(‘2) Bakhar syst-em. This is a structure which is alxjve the ground-level, and is 
UHually made l>v enclosing a fxirtum of a numi hy means of n wall or barnUjo framewuiik. 
Jn this case, too, grain is kept lixise witliin layers of bhusa. 

(}]) Knrthen vesHels are used for storing pnrfioses. 77u.wre is usually a liole at the 

bott<iin for drawing out grain. If these vessels are of baked clay no bhusa is required 

to be used. , 

rsually Uharif grains are not k«pt in pits, but are kept in earthen vessels. 

With the spread of co-operative sendeties it would be jxissihle to have large gmlowns 
having sfrfiariite compartments wliere the grain could he kepi without being damaged by 
damp or insends. 

In the markets the grain is despatehed immediately after it has lie* n received. 
I'or a few’ days when it remains there fw'nding its dpspateh, it is kept in bags in the 
open, 'riu! grain that is required for consumption is kept in tlie nx>ms in 
liagM. With regard to that iH)rtion which is required for seed purposes, it is kept in 
hakhars, and inside bhusa. The present methods appear to lx* atlequate. 

There are no large markets in the villages of the estate, and it is not cuslornary to 
use tlie storetl grain as security for crodit. , 

Part ('. — Extent and nature of agricultural indebtedriess. 

Question ‘2. — The principal crtxlitor of the agriculturist is the IcK'al moneylender, 
whether residing in the same or in the neighbouring villages. Bo far ns grain dealers are 
I’onccrned, they mtrely advance money a few days before the grain is actually sold in those 
cases in which the agriculturist happens to he in urgent need of inonev. It w really 
difficult to cliffcrentinte between the moneylender and the agriculturist. In the majoritv 
of canes the people who do moneylcnding are also agriculturists. Sometimes tlicy follow 
other professicus as well or enter into service. There is liardly a jxTson who would be 
a moneylender and nothing else. 

Question 3. — Our experienee is that only those persons advance money to the lenanta 
and agriculturists who desire to cultivate the land themselves. 7'hey calculate that in 
t?RSe of default they are the most likely persons to get the land. That being so, the 
moneylenders are better or more efficient fanners than tlicir prcfltveBsors. A process is 
visible in many of the villages whereby the lands held hy Brahmans and Chhatris are 
f^lowly passing into the hands of such Kurmis and Ahirs as have collei’ted some money 
and advanced it to the former. The latter class of persona, viz., Kurmis and Ahirs, 
naturally make heller fjinuprs than the former. 

4. — It i.s not |x>ssihle to give an accurate idea alxwit the indebtedness of the 
land-owning cla.sses, but most of the known landholders and taluqdars in this district are 
heavily in dobf. I think there are two causes for this. Firstly, that they do not take 
the trouble of hxdiing after their estates and have the haziest notion about their income 
and expenditure. Bewmdiy, the standard of living is rapidlv rising and contributes to an 
increase in their exfwmditure which in many cases is beyond their means. It is difficuU 
to give an estimate of the amount of indebtedness due to various causes. 

Question 6. — There are no special charges which they have to pay. 
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Mr. ALI ZAMIN, B.A., Special Mana^r, Court of Wards, Lakhimpur- 

Kheri. 

R«pii68 to the qiMitloRDaire. 

I — AtiRlClLTrKAL CnUDlT AND CREDIT FACILITIKS. 

Part A. — Agricultural borrou:tn(j for purixyses of production, 

QuCittoii 1. — The in the c»tatcA m this eharge burinw iruiii village 

moneylender'’, ('ourt of Wards and Uoverniuent. There »ro practically iu» eo*n|K'iative 
^cicictics m the Court of Wards villagrs. The ftn\ that exist are being reorganised. 

They bornnv f«>r ihe follo\\ing ptiriHiHea ; — 
ui Hepayinent of earlier debts, 
on Marriage and other h<h ial fuiietums. 
mO Fannru* and oUier kinds <»f distress. 

I’aynient of rent. 

(vi See^l. 

5M> ExfHinw's of euhivalion, wag*‘« of labourers, 

ivm rurchase of plough eattU*. 

iviiiji Sulisistenee. 

If is not jMWsible to give any |H-*reentiige, even rouglily ai’cviiate, of the disinhution 
of the debt ftjiioi g file alxAe |nir|mses, for Ihe reason that the villager does not know his 
own reiunremints and can give no hgurfs. He borrows just as m'casion arisis. It may, 
however, he said safely tliiit in noriiiMl times he Uvrrows ehieny for payment of previoiiK 
debt, also for subsisterue and for marriage and funeral ixjamHes. In times of mareity or 
<-ther agrh’ultnral distress he horr«>\vs chiefly for payment of rent, purchase of sen! and 
< attie and for suhsistonce. 

In normal times all the money is horrowtsl from the village moneylender, hut in 
tunes of ft|tiiine and distress (rovernment and tlie (’oiirt of Wards adviinee eolossttl amounts 
of money. But in the caM* of < state.s under ihe Court of W'ards in this distri(*t (jovernment 
tagari as a rule is not given to the Court of Wards villuges and they ha\o to ilepend 
on the (’oiiri of Wards’ taqart. In Kiudi rases the |>ercentage will roiigly he 7i) per rent, 
f.^'orn tlie tillage moneylender and IWI jH'r cent, from the Court of Wards, ^riu estuteH 
in this cha gi' rsnnot afford l<i give greater relief to the tenants. 

Sixty |w*r cent, of the drht is incurml in grain and 40 per cent, in rii«Vi, 'Klie 

whole of the grain debt is in< urrt^d f<»r short ywriods, i.r., for six montliK. But the 
rash debt is usually taken for three years. If not paid within lhrw.» years, the intrrest 
IS a(lde<l to tlic prinoijial and the pronote is renewed, so that it d(K»« not get harred hv 

lime. It IS very’ seldom that it is paid hark within three yeam and iisnally the ]»ro 

note is renewed. 

Quantum 2. — For casli advani-es interest is eharged at the rate of 2 |K*r rent. |>rr 
Tuensem and Rs. 3-2 per rent. f>er mensem (i.e., six pies per rupi»e |Hr JnenKem) in the 
cis- Sards and trans-Sarda sides r« s|>e<’tivcly. Of eoiirse money ivdvaneed hy (tovernment 
i^T Court of W^ards aa taqari in times of distress carries interest at the rate of CJ p<»r rent. 

annum. If the money is lifirrowed for wages f>f hilM>urers fnikauni) tlie usual prai tice 
is to advance it on the sairai system whirli means 50 per cent., jier annum. Sinh d*hts 
are usually paid off w’itb the harvest within six months. 

Seed is given in kind for six months on the deorha system, wViirh means that 
If a tenant Ixirrows one maund for seed he will have to repay 1§ rnaunds after six 

months. The interest under this system comes to cent, jier cent, per annum. The same 
rate is charged for other loans in Find. 

Interest is calculated six m. nthly at harv'Cst time. But if an ayri^uilturist fails 
'to repay after six months, compound interest is cTisrgt'd. 

Allot her method of calculating interest is called oop. TTnder this system a money- 
lender advances grain at the bazar rate for six months and the borrow’er agre s to repay 
this grain at the hazar rate prevailing at the time of repayment. Over and aU»ve this 
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hd pays ODO pameri of grain (2J 8^^ers standard weight) |>«sr ru{>eo as interest. If he 
fails to pay tLie panseri aft^r six tiiontbs the whole transaction is converted into cash 
and compound interest is charged at the rate of six pies per ruj^e per month. The 
pronote at this stage is not renewed, as these terms for commutation and for charging 
interest at six pies [ler rupre in case of failure to pay up within six months, are incorporated 
in the original prouote, wlueb is taken w*hcn the grain is advanced. 

The rates of interest are higlily exorbitant and once a tenant lias borrowed money 
he is always in the grip of his creditor and cannot get rid of him or pay up m full. 

Over and above the exorbitant rate of interest tlic village moneylender generally 
charges from one to four annas as writing charges, which vary according to the amount 
borrowed and repaid. This amoiini is paid usually at the time of borrowing and again 
at the time (d repayment. 

QuesUan Ih — Land mortgage, standing crops, house property, personal aecurit}' 
and ornaments are usually given as security. For n loan up to K^. 500 pronotes are 
executed on the security of standing crops and oruameuts or evni on personal security. 
But for loans exceeding Ks. TitX) laud and hounes are mortgaged and regular deeds are 
properly executed and registered. It may he explaint*d that such cases in which more than 
Its. 500 lire borrowed are very rare in Court of Wards villages as tlie tenants in these 
egtates have not the necessary security on which to borrow such largt' Burns. 

It is correct to say that the l>t*tter the title to land the greater the indebtedness. 
Landlords are more heavily indebted than the tenants. There arc hardly any occu> 
pancy tenants in this district, 

I cannot say about the landlords in the district generally what the percentage of 
their indebtedness is. Of the four main CHtalcs in my charge three arc indebted. Of 
the tenants it is estimated that HO per cent, of them arc in debt. 

From the? empiiries that I have been able to make I am led to think that the 
amount of debt raised on land mortgage is increasing in flu? district. But to confine 
myself to the estates in my chargi* I would say that the debts secured on land mortgage 
in these estates an* ilecrcasing for the reason that the Court of Wards is paying (iff 
the debts and ttie pro|>rif tors arc dis<|n{ilified and cannot raise frcsli loari '. In the ense 
of tenants, I do n<d think the indehtedness of tliis (dass is increasing f(»r the siiuple 
reason that they have hardly any land security to oflfor. In my opinion the unsecured 
tlehtfl or debts secured otherwise than on land mortgage for wliich the tenants arc 
res|:MmBibIc is about 50 per rent, of tlie secured debt for which the ostufe is rosjionsibfe. 
These remarks apply only to the Court of Wards villages in my charge. 

Question 4. — The methods of enforcing payment of debts from agriculturists are as 
follows : — 

Part-payment of interest and even of principal in the mnjorily of cases is made 
vtdnntarily. In the case of about GO i>er rent, of berrowers the whole 
amount could be paid up in time if the creditor insisted. But he finds if 
to his advantage not to insist on full payment until the limitation of Hiree 
years is expiring. The pronote is then renewed and compruind interest is 
charired. But if the pronote is not renewed and mutual settlement is not 

ix^ssible, decrees are obtained against the horrow'crs : and their bouses, 

crops, cattle and utensils are attached and sold to satisfy the decree. Arbi- 
tration is sometimes resorted to successfully and the Court of W’ards, pan- 

chayaU recently established are also doing their little bit to help in arbi- 

tration. 

There is no difference hotween the rate at which the cultivator borrows grain or 
repays it and the prevailing rate in the village or the market. There are bazars in 
the adjacent villages, twice a w'cek, from where a cultivator can and does ascertain the 
prevailing rates from time to time. The days tjf these bazars for the different villages 
are so arranged that there is a bazar in some village in the vicinity almost daily anff 
thus the prevailing rate can be ascertained daily, if eo desired. 

Questitin 15. — The tenant does take full advantage of the facilities provided by 

the Agriculturists Loans Act so far as Government can provide money for such taqcvi. 
It may, however, be added that Government does not and cannot provide sufficient 

money for being advanced as taqavi in times of distress. On the other band« the 

tenant does not take full advantage of the facilities provided nnder the Land Improve- 
ment Act for two reasons. In the first place, his tenancy is not secure and hi ha^ 
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only a Ufe-ii2t<?rest ; be therefore does not want to invest money In the aiipruvement 
of Iliis land* In the soeond plaee, m the Court of Wards viilagi*^ . the estate what 
it can out of its own funds to piovido Uiese miprovi uients la it»e form of irngaliou 
wells, w ire fencing, etc, 

Ab a rule no Goveriunent t^qavi is advauaxi in ordinary Years. In tiiiu^a of 
distress the amount allotted to a district i« generally insulheieat. Taqart fthvndd he 

given more liberally if funds jvermit* Tho preparation of lists and the distnbuiton of 

taqavt is generally delaytxi to the last moment. When an agricultural calamity liaa 
actually set in, and there is no hoj>e of escaping, tui/uri is sanctioned and ilistrihiiting 
odscers are reejuired to distribute it Ik fore the sowing sc'asoii is ttver. Considering tlio 
short time at hia disposal be has to rely in tho preparation of li.sis and distribution of 
money on (jonunqiKv and patu'an^. Help is often taken also from ilie tumiMJars . lu 

the majority of cases neither of them gi\e unbiassed .opinion. This deft'ct can In? removed 
by requiring distributing othcers to start the preparation of lists as »<x)n «s there are 
signs of an agricuitural calamity in a district. The lists should bo prepurtxl s<' far 
as jHissible after visiting tlie villages cxuicerncd by the sub divi.sional oflicers, tahsildara^ 
and naibdiiLsildars. When the ofticer is in the village itself there is not nuieh ehance 
of his being dcc'civcd by the patiran or the ztnmnthtr and they may b»* consulied wlien 
lUTessary. Once the ciirrect lists are ready the distributing oHicer will have no dilhciilty 
in distrsl'ut ing iIm' faipiri in a short tnno wlien the disiri'Hs or calamity has a^Uually 
set in. The agrifultunsts will also know' fnun before which of them is likely to get 
iaqatt iruiii (boernment in ease IIktc is actually a famine or dnnight. Tliose whosa 

naiuts are not mclnded in the list and who actually lUand in need of money will h« 

able to make their arrangement f«>r a loan elsewhere. With the liimteil funds at hi* 
disTMvflal, the ilistributing ofticer tries lo give relief to a largi’ ruimher of agrieull urist* 

wiih the result ttr.if in some cukcs « ven a rupee is givtni to an individuiil tmimt a* 

iaqari. This becom* s a mere farce and gives no relief to the tenants. If a tenant 

requires only a nipix* nr two to pnnhase Heixl for .sowing his small holding, surely he 

can raise this smr.i! sun; in tie* village and save himself all the fronl>)e and exjMmsi** 
of coming fnirn his village to the place where fiKpiri is distrihuttxl. A minimum sum 

should fw* fixed focording to bwal requirements and no taijari under that sum should be 

giver*. Tt is much better to give real relief to a fewer tenants by advancing a suflfl- 
cient amount to each than to give no relief hy advancing hiiibII sums to ii larga 
number of them. 

Frub^ the present system much Iiardnhip is experienced l)v horniwers rit (he tiino 
of repayrr.imt ta(piri. It will be of advantage both to Government and to tho 

lK>rrowcrs if f<t>piri is (Villected through zaminditrs on tlie same lines on wdiich ranaf 
rates are c iUvted, Tnqari due from tenants who die heirl<‘SM leaving ik) assets, or who 
abscond, siiould be treartxl as a bad debt and should be freely remitted. It slionld not 
be recover d from others on tlic ground of joint res|Km«ihi|ity. 

Question b. — Conihination for the production of partirular cropa is desirable but 
not possible. Cultivators do not combine owing to lack of education, mutual mistruftt 
and jealousy. 

Question 7 — Tliere are the following defects in the present Rystem of agricultural 
borrow ing : — 

(i) Tho exorbitant rate of interest and its method! of calculation as described in 
the answer to question 2 above* The potir tenant cannot get rid of this hugo» burden 
throughout his life. 

(ii) IJF the debt is not paid the moneylender takes everything such as cattle, uten* 
sils, Btandmg crops and other household articles, which becomes unbearable f«»r the 
tenant and often comfie! him to live in misery. 

(iii) There is a cnatom generally among moneylenders that they engagre poor 
Ivorrow'crs as their servants to work in their fields on reduced rates of wages and they 
have to submit to this a* they cannot go against the wishes of their creditors. Thus 
those who would otherwis,-^ mal very good agriculturists keep small holdings tberu- 
selves and spend their time in attending to the cultivation of tiieir creditors. 

These deftxrta are due to the illiteracy of the tenantry, their conservatism and, above 
all, to the want of facilities for borrowing rooncy on term* more favourable to tbem* 
selves. 

Mr, Ali Zauin. 
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Tilf only prartica! rejnetly that 1 tan suggest is the esiahlishment of oootKffaiivo 
societies in each village and the C'iiucation of the iiiasses through these societiea, LegifeU- 
tion restricting the rate of interest will not be effective as the village bania will easily 
-ileviae meanv of charging a high rate of interest and yet remain within the iiinits of the 
law. li the agriculturist is given transferable rights in his land his credit will surely 
he raised and he may he able to get a loan on more favourable terms. But it will not 
he free from iinoih^T iiuire scriouH evil. Band will sorui pass into the hands of these 
non- agriculturist moneyienders and the real agriculturist will he his sub-tenant, if nut 
a mere labourer in ti»e field of the moneylender. 

Part IJ. — Agnniltttral borrowing for purpones of marketing. 

Question 1. — Crops are brougli^ to market hy cultivators themselves, without their 
haying to pay any hrrjkerage, etc. As a rule no dalaU are employed. In small quan 
titles they are tak(*n to the nearest village bazars. In large quantities they are brouglit 
io the big bazars in cities. 

Crf»pK meant only fur sale in the market are fak< n directly by the eiih ivator.s to 
the particular mandi meant for ‘'Ueb crops. Ordinary grain is usually taken !»» the 
nearest market. 

Question 2. — There an* no exporting firms in tliia district. My inff)rmation is 
that banka too do not advarui' money for marketing of crops. The (Uily persrm who d(H*» 
buNinesH in this line in this district is tlie grain dealer. He advances money t<»r si.x 
months on eonditum that at the liarvest time he will buy grain at the market rate and 
will also take ‘2J stern as interest in the case of wheat and 6 seers in the ease of coarser 
grain per rupee. 

There are practically n<' cooperative credit Brx'ieties in the esialeB in my charge. 
•Co-operative sen'icMies can assist but they have no bins or other place where they could 
store the grain. Moreover, the grain proflueed by Hie various tenants is of sucli varying 
quaiitios that they will sell at low prices If they ore mixed \ip. Marketing by cooperative 
so<*ietie8 could he arranged if all the tenants were to rais<’ a particular crop of the same 
quality. 

Question fl. — There are the following chargeH which a cultivator ordinarily pays 
in marketing bis crops. If he sells his crop in llie village to the k>CBl moneylender lie 
has to pay one pice per nipee on gur and grains, and tw’o pice per rupee on dbaniu 
and turmeric as weighing dues to the weighing contractor. 

In big bazars he pays — 

(V) Arhatia, 5 per cent. 

(’2) Sweeper, 5 seers (kachha) per cart. 

(3) KaJntr (wator cu!r*(r), 5 seers ikachho) per cart. 

(A) Octroi dues, two annas per eart. 

ib) Weighing dues, a lialf pice per rupee. 

There are no (inlah or heo paries here. 

1 have given above the charires on grain. For gur and kirana the swe per and 
knhiir etc., are paid in a lump sum of Re. 1-1 i>er cart, but the arhatia gets the same 5 per 
cent. ; the weighing cliarges for these products are one pice per rupee. 

There are no other incidental charges. 

Question 4. — A cultivator in our area stores his grain in large earthen vessel^. 
Owing to the naturt of the soil he (levs not keep it in khatiis. No other method can he 
suggested as the present system suits local conditions of soil and climate and also the 
requirements of the cultivators. 

In the markets the grain is stored in gunny hags inside the house. It is not 
stored foT long and is ev|K>rted ahnost immediately. The method of storage is not very 
defective bi»t a regular hin would surely he an improvement. 

Question 7. — 1 do not know* of any instances where cultivators combine together to 
market particular crops. Such a condonation is highly desirable but not possible in 
the present state of affnirs. Tt will he possible only when a spirit of co-operation 
developed among the tenants. 

"Mr, Au Zamiv. 
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Pari C, — Ejrtent and natura of agricuUural itt deb ted ness. 

Question 1. — The following; estimate ha» been prcpariEHl in n^isjvct of villaj^e Itkuti 
in tahsil LAkhimpiir, pargana Bhur, district Khen. The village hoiongi to The Majhgaiu 
estate, which is under tin? Court of Wards : — 


Humber 

of 

loDanU. 

Total area 
of their 
holdings. 

Total rent 

Debt lean 
than one year* a 
rent. 

Debt more than 
one year's rent 
but leu than 
two yeare* 
rent. 

I>ebt more 
than two years’ 
rent. 

S3 

i 1 

1 a58-i^9 ! 

R< a . p 

980 5 9 

! Be a, p. 

j 456 8 0 1 

1 Ka. a, p. 

lie. a, p. 

• « 

20 

173*90 1 

635 9 9 

1 * “ i 

1 759’ 0 0 

• • 

17 

t 98*19 I 

403 6 



3,384 8 0 

lUU 

6JU‘tW 

I 3.018 10 0 1 

1 tIjO O U j 

I ij9 0 O"*"! 

3,384 8 U 


Total drht }U. ^t/0).0.0. 


Dm i f this V liolc d(‘l»t Ilf 1 {h. .‘1.500 dcht is on liiml iiiortg«g<* and all is un* 
ri‘gi.irt’ri.d. I*-:. 500 arc uu ormuiicnts and the remaining lis, Jt.OtH) arc on |»ninotcs. 
M'htTc is uo (icl)t CM houses as th> agriculturists liave »•> rights tf» mortgage them in 
thi' arta. It may Ik* a<lth d that in tlic <asc of debt r*n proimtcs tlic moneylender alwiiys 
l<'cks ujKUi the crop; nml otlicr assets of itn* tiumnt as tlie wei’uruy for the repaymiMif. 

y«e‘;t!ori ... — The }>fitoip:U creditons <;f the agriculOi! i^ta are villagi^ moncylcndcrw, 
grain dealers, and of eonrr^e, m ahiiormal yearH, ton vrnn»t*nl and the Court i»f Wards. 

The rirhi r a;:rieulUJrist lends to the |Ka)riT from 10 to 15 [ht cent, of Ids income, 
'Dos kind of iransa'tuai geiurally takes place in kind, and cash is given only to the 
relations living hcparatcly. Tliero arc, lunvever, a niimhcr of agriculturists \vlu> oi addition 
’o agriculliin arc also doing a regular and very tlounshing inoneyicnding husiiu'sH itinong 
the jMfH>rer eultivut<rrr.s. 

d — In the case < >f tenants land is not jiasMOg from the hands of edieient, 
I'aiiuf-rs iiiO> th«’ hands (-f ('r ^iitors wlio arc not theiuHelv* ethcient farmers, for the reiiscrii 
that tenants have no trunsferiihle rights in (he land. I do not thuik there Ims been any 
Muh transfers of land also in the ca«<* of tahn|dttrs’ estates in this district. There havo 
been (n ine uu h t uses among petty zanundors, hut not in u marked lU gree. 

i — I give Udow a statement sliowing the indi'htedncHj* of the lurid owning 
classes in rcsjw'i't of the estates in rny charge'. I cannot gi\c tlie tiguri's in rrspcet of 
;hc dr-’ net generally : — 


Hamo of estate. 

Gross 

income. 

Government 
land rO' 
venue. 

Total 
account of 
debt due 
on Septem- 
ber S0,J929 

Hemarks. 


lis. 

Bs, 

1 ' 


Isaaagar . . 

Majhgain.. 

Jhandi 

Kotwara , . 

1,77.100 

1,24,300 

1,44.700 

68.100 

87,000 

81,565 

83,464 

13,114 

1 1,96,360 

96,744 
1,60.188 
30.083 

I 

rbis if, in fact, a solvent 
estate. This tempo* 
raiy loan was raised 
to pay a compromis# 

decree. 


Mb. Au Zamib. 



( 222 ) 

Qu€$tton 5*— The following are some of the special causes of the iudebtedaess of 
thig class : — 

<1) A desire to live above their means, aometimes by adopting the standard of 
the living of their richer brethren, and often through a false notion about 
the importance of their position. 

(2) By s{j)ending money recklessly on some sort of bobby. 

(8) By spending large sums of money on ceremonies such as marriages, funerals, 
etc. 

(4) Mismanagement of their estates. 

(5) Litigation, and 

(G> Extravagance generally. • 

Qucfifion (i. — The land owning classes have better security to offer and can get 
loans on a lower rate of interest than the agriculturiats. This rate varies generally 
from () to 12 per cent, per annum. 

Part E. — Laud mortgaye banks. 

Question 1. — The longest period for which a landlord may obtain a loan on the 
inortgage of his land is generally six years in the first instance. In the majority of 
cases he fails to pay the interest which is added to the principal. If at the end of six 
years the creditor finds that there is sufficient margin between the value of the 
mortgaged property and the amount of loan (principal and accumulated interest) due 
from the borrower the mortgage is renewed. The ptTiod for which it is renewed will 
depend on the said margin. The mortgage may also be renewed by including other 
land of the borrower, which was not covered by the previous mortgage. If the mort- 
gage is not renewed litigation starts and drags on for years. 

There are only statutory tenants in this district. They have no heritable or 
transferable rights in land and cannot get long-term loans on the security of land. 

Question 2. — Tjong-term advances are available on the security of zamindari and 
also of bouse property situated in big towns and cities. 

There are very few moneylenders who have got sufficient capital to advance big 
Joans for long terina. On the other hand, the moneylender finds that he ran make bettc?r 
profit hy investing his small capital in small loans for a short period. The land-owning 
class has also lost its crtnlit in the market for the reasons that- in a large majority of 
cases litigation has (o he resorted to before any payment can be enforced. All these 
causes combined make it hard for a landlord to get a large sum of money as a long- 
term loan, except on a high rate of interest and on such terms as would make it sure 
for the lender that ho would get possession over the mortgaged property in course of 
time. 

The Hindu law of inheritance, under which a son is entitled to a share in the 
ancestral propert^y as soim ns he is born and in the life-time of his father also acts 
as an impediment to long-term <T(Hlit. 

Question 8. — Non-transferability in the case of tenants does act as an impediment 
to long-term credit. 

Question 4. — There are hardly any occupancy rights in this district. 

The only modification of the law that would increase the value of occupancy 
holdings as security for long-term loans is to create occupancy rights and to make these 
rights transferable. But I «m not in favour of such a step m in that case land 
wull easily pass from the hands of the real agriculturist to the moneylender. 

Question 6. — The establishment of a land mortgage bank would solve the problem 
of long-tperra advances in this province. 

Question 7. — ^The value of land should be calculated at 20 times the net profits 
after payment of land revenue. 

The Value of land in this district does not differ according to the crops grown 
on it. It is calculated on the net profit and varies from 20 to 30 times of that profit. 

The quality of soil, room for expansion of cultivation, and the locality of th«? 
land ore taken into consideration in the valuation of land subject to the above limit 
of 20 to 30 times. 

There is no marked difference in the prices of land obtained by sale on a court 
decree and that obtained by private negotiation. 

Mr. Ali Zahin. 
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My cAlctitatioa of the aonaal net yield of land ia that in an acre of land of average 
<}uality the tenant generally obtains — 





Rs. 

a. 

V 

Kharij 

••• 

... 

32 

0 

0 

Bahi 

... 


Ifi 

8 

0 

Bhusa and karbi 

... 

... 

8 

0 

0 



Total 

61 

8 

0 


For the raising of these crops the cost of cultivation would amount to Ks. 341'2, 
leaving a net income of Ks. IG I‘2. Out of this income the tenant will pay Ks. 6-8 as 
rent to the zamtndar. The agriculturist’s net profit will thus amount to only Rs. 10-4, 
This one acre of land will sell for Rs. 100. 

Part G. — Small industries allied to agriculture. 

Question 1. — The only suhsidiary industries nllil'il to agriculture in these estates 
worth mention are cattle-breeciing and g«f-making. Tobacco is grown on a small scale 
but not manufactured. 

Question 2.—Cattlc brct^ing is a very paying industry, and the tenants generally 
get a goc'd price for their cattle. 

Question 3. — In addition to cattle breeding the other industries which the tenant 
will find profitable are dairy farming and tanning. NVorking capital can be obtained 
through CO operative f(K“ictif8. 


(For oral evidence see pages 224—281.) 
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ORAL EVIDBNCE. 


Lncknow, Jannaiy 29, 1930. 

Pregent : 

Mb. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. ... 

Kai Hahadub Baiiu Mohan Lial, m.a., ll.b., m.l.c. 

Db. BaDHAKAMAL MuKERJKE, M.A., Ph.D. 

Rai Bahauub Bandit G. H. Upadhya, b.a. 

Mb. Mohan Lal Bah, m.a., ix.b. 

Ur. L. C. Jain, m.a., ll.r., pU.d. 

(Wituesh : Mr. Ali Zamin, b.a., Special Manager, Court of Wards ^ Lakhimpur- 

K fieri.) 

Tfie Chairman : I Keo tliat you refuftc to couimit yourself to any prt>j)ortion5 ro* 
gardin/s^ tlie debt incurred for various reasons? — Yes. 

You certainly cannot give tlio actual figures : that is obvious. But we will reduce 
the number of groups. In your exiH'rience do you think the tenants borrow a larger 
aiuuunt for prcKluctive purposes, for instance, seoil or exj)t'n8e5 of cultivation or plough 
cattle, than they <lo for Huch unproductive pur[x>8e8 as marriage or the payment of an 
earlier debt, etc.? — 1 tliink a larger projH»rtion is for productive purjkoses. 

Larger pro[>orlion? — Yes. 

Aho, a majority t»f the number of borrowers? — Yes. Marriages and siuh things 
do not occtir < very year, wliereas (hey have got to raise rnoru\v for seed and bulhx'ks. 
etc., «.*very season and every year. 

Sup]>ose \ou tjirke tlu^ debt of any j>iirticular man at any j>>‘t‘t>cular time, the proi>- 
ahility is that the unproductive debt would he larger than the productive debt. 1 will 
explain this point. The unproductive debt for marri.iges, ttc., is relatively a larger 
amount and i.s also slowly paid off after a long time, while the productive debt is 
relatively .small and paid off earlier? — Yes. 

If you l(sik af the total amount borrow^ed by a man over a long peri(Kl of years it 
is undoubtedly true that he borrowed more for productive [>urposes than for unprcxluctive? — 
I think so. 

I gather from your answer to question 1, third paragraph, Part A, that when any 
villager borrows l>c does not really do so for any single definite purpose, but that he 
horrow^s for general purposes, for instance, for the expenses of his hou.sehold generally? 
In other words, if he borrows Us. lOO lie will not commit himself to spend it on cattle 
or seed, hut lie will spend some on cattle, some on setn!, and some on other things? — I 
am sorry that I conveyed that impression; T do not think so. He generally l>orrows for 
particular purp>ses. For instance, he loses a bulltK’k and he horrow’s to purchase another. 
At the same time it is quite possible he may be in need of Hee<f, and then he would 
borrow particularly for seed. 

He borrows for khangi puqxises also? — Of course, I do not think he would specify 
that he wants it for clothes, etc. He would borrow in a lump sum for khangi zaruriyat. 
If Vie wants seed he would borrow for seed particularly. 

Having liorrowed would he spend on it? — think that the montw which is borrowed 
from moncyienders for particular pur|>oses is spent on those purposes, because he ha^ 
not got to pretend there why he is borrowing money ; wdiiJe in the case of taqari, he 
pretends because he will not get it if he wants to spend it on marriages, etc. 

That is BO. In tl;e matter of grain-borrowing, I suppose it is right to say that 
grain is borrowed either for seed or food? — Yes, or sometimes for paying labourers. 

Paying in kind? — Yea 

It is true, in a wide sense, that the villager practically keeps all the kharif crop 
for his f<x>d? — Yes. 

And selks the rahi crop? — ^Yes. 

Mr. Au Zamix. 
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Roughly, that is correct?— Yet. 

It i» pretty clear that tliek amount of f<x^ be keeps, fixuii whatexTar source, is 
insufficient to last him till be gets a fresh supply, and he has got to Imrrow for food : 
about what period would you put it at? — That will def»end on the sire of the holding and 
iiis famdy, and also Uie aim>unt of production. 

rerfectly. Just take tho case of a normal sixe holding, a normal family, and 
everything ngrinal. — (irifners) I should think iliat in the case of kharif that would pndiahly 
last him nil March, and his rabi grain would be ready by April : ho it is for a mouth cr 
SIX week«. In the case of rabi there is a complaint by the end of August or Bcptcinher 
that the tenants have not got anything left. I should put it six wt'eks rath way. 

I Umik the tenants kt*ep their kharif and sell the — I think thtue is an 

exception lo the case of Guujar, (iisinot Khori, Kharif is the chief crop there. It is It) 
annas in the ru{H;e, wdiile tabi is only 0 annaa in the nn>eo. They grow moatly kharif 
and pity up rent and everything fn>m it. For instance, there are a nnmher of temuitH 
111 iisy district who [•ay up the whole rent ior the. year fnun kharif — rice, fuar^ andi 
(castor), which are roinmonly sown there. That is an exception. 

ilasti is another <*\x*eption. As regards the short jind long term debts, tlie seed, 
bulltw'ks, and so on. subsistence, ex|xmse8 on cultivation, and tlmt ty|H' of debt is aliort- 
term.* — Vcs. 

And the long term is the re.>t of it? — Only for marriages in the case of tenants. 

I; IS true that a great deal of ahorf-terin debt Iwcoines long term debt? — Yoa. 

rhimati'ly it becoint*fi ancestral dcbl^ — It dot^s. 

In y<<ur reply to the sci'oiul <|ue«iion in riirt A you dislinguiah bcUvaen cis-Sarda 
and t rami Sard a in the rate of interest, (.’an you tel) me the reason? — In transBurda 
the people are .nore primitive and they are not much in touch w'ith the outsich> people, 
Tiicv have got to dejwnd on the village moneylender. 

What is trans Sarda? — N<‘pal aide is trans-Bardu, and this sid^ is cis-Barda. 

>?orMi side is transBarda? — Lakhiinpur is cisBarda. In Lakhimpur, dola 
Gokariinnath, and all those places the rale of interest ia lower than on the other side. 

Several people mention the calculating of interest callixl oop. The principle iliero 
secriiH t..» lie tliat a tenant borrows in grain. 'You give him a inaiind and you get a 
xnaund and a-<iuartcr or a half : but, first of all, is it calculated what the luaund is 
worth? — I must explaui. SupfKise, at the time of sowing, wdieat is selling at B seers for 
a ru|>e<*. A man lK)rr(»xv» 8 stNers of wheat, i.c., luj has borrowed one rupee iworth of 
wheat. Kow\ at the time of the harvest, say. wheat is selling at 10 sec'rs for a rupee. 
He has g» ? to pay one ur|>w? worth of wheat, i.c., 10 seers instead of 8 seers. Thus 
lie w'ill have to [>ay 10 seers plujt this oop, i.c., 2J sih-Th. 

Kai Bahadur Babu ^fohan Lai : The interest also? — Oop is the intcTest. 

I Think the moneylenders chargo two annas f>er rupee wer and iilxivc this oop?— 
?i.fv informiHion is that this 0071 counts as interest. 

The Chairman : Probably it varies in different places, 

Bai Bahadur Babu Mohan Lai : No, Sir. This is the usual practice in the whole 

province. At the time of lending grain the nioneylcnders give less than the market rata, 

and at the time of taking it back they take something over the market rate pita 
interest. 

The Chairman : That does not matter much. 

JRai Bahadur Babu \fohan Lai : This oop is over the market rate. Tbit is the 

mahajan'g rate? — Yes. 

The Chairman: How many estates have yon under yemr charge? — There are four 
main estates, and also one small estate of a guxarada. 

You have given the incom and debts of these estates? — I have given them in 
one of my answers. , 

I suppose these estates passed into your hands — I mean the Court of Wards — 
beeause they were indebted? — Yes, exo<ppt one, and this was because the boy was » 
minor. ’ * 
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A» icg»iii 0 the dehu oS the^e taluqdari estates, do you consider that debt higii 
or not'/— Not actually at present. When they were first taken they were highly indebted ; 
now they are not highly indebted. 

Can you (^ive me a sort of estimate of the amount of indebtedness in your dis- 
trict */ 1 do not want the exact figure. How many times the revenue is an average land- 
lord indebted? — I have been there for about a year, and 1 have, therefore, got hazy 
ideas about the whole district. The biggest estate there is the Gel estate with an 
income of ten lakhs. It has been under the Court of Wards for thirty years, and it 
IS a solvent estate. If you take into consideration the whole indebtedness of the dis- 
trict it wrill substantially diminish the average. 

Whiit liave you to say on the subject of taqari? What do you consider — for 
the moment ignoring the petty exactions that go on, which are common in case 
where money passes hands — is the real main trouble there? Is it lateness of distribution, 
or i% it that the amount is insufficient, or is it the trouble that tenants are put to get 
it? — The main trouble is lateness of the starting of operations for distribution, ;ind not 
the di8tribiJ<i<in itself. Vou make up your mind very late that there is actually a famine. 
That, of c<iurKe, is at the bottom of tlie wliole trouble. The result is that the sub- 
divisional officer, the tahsildar, and the naih-tahsildar have got to prepare lists in a hurry, 

and tile lists are not satisfactory as to tlie persons to whom faqavi sfiould lie given. 

Further, at the eleventh lioiir the distributing officer finds that there is not sufficient 
money at his disposal and he fias to send away .some o( the people. Then tliev go t‘> 

the moneylender and borrow^ at a high rate of interest. If a system were introduced, 

as I liave already said in my written reply, that lists were prepared as soon as there are 
signs of any trouble in the district, much of the trouble would be obviate<l. 

You want that action should he taken much earlier? — Y€*s, T have rnv.«elf done 
the distribution of taqavi. T tackled Hs. 50, (XK), I had to prepare lists in liiree days’ 
time : that wag the beginning of Novemix'r, wdicn the time of sowing was passing awav. 
I would suggest that by the ITith of Bepiomber, if there was any apprehension of a drouglit 
<ir a famine, the preparation of lists should he started. Then in the case of all those 
who are not to get iaqavi, they should he told so. 

Last year, that is, in 1928-20, 1*20 lakhs taken ns a whole was not enough c\cii 
for half the rcHjuireinents. — (U"i7we/.’A) Even if you had distributed twice that amount ’t 
wond have gone to deserving cases. 

Rai Bahadur Bahu Mohan Lai : Instead of giving taqavi in small amounts to a 
number of persons, if it is given to a fewer number t>f persons in full, would it 1 m* 
better? — I have said so in my reply. It is better to give sufficient to a few than to give 
insufficient to many. 

The Ch<Mrman : That raises a practical problem, namely, whether you can <‘om- 
iMsnd alt the money that is required. It is quite obvious that wffien the time comes 
for Government to spend a very large sum of money they cannot get it. The problem 
is of improving your credit. If Government cannot do it, how is this to be done? — 
I do not think we can get money from the bank.s or in the open market at the same 
rate of interest which you charge from the tenants. If the question of interest does 
not come in, you can raise money. 

We do get money from the banks because they hold a large amount of govein- 
inent securities. — {Witness) An ordinary moneylender will not come forward to lend money 
for faqavi. 

Would he he willing to distribute taqavi himself? — Not under Government orders. 

Will he be willing to take on his shoulders the burden of supplying all looney 
without Government interference? — The moneylenders, 1 mean those residing :n the 
villages, have got a peculiar tendency of their own. They are willing f> tidvance to 
those who have been l>or rowing from them; but, in the case of new customers, tuey 
hesitate. 

Surely that merely means that every man has got his own moneylender? 

Rai Bahadur Bahu Mohan Lai : It is true. 

The Chairman : That implies that everyone in the country has. got a money- 
lender? — Yes, at least the agricuUnrists. 
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Then we are tJrivtn h»ek to the poifuioii that the monevienders bftvo not got 

encdigh monev feir the iieed^i the country. If every mail ha» got goniel»ody from wtIkuw 
iHi can borrrow , and even then he caniH>i get a loan, it means that the money lenders 
have cot the rapacity to gne all the money requirtMl — He doe« not want to expanvl 
hi« busuiejis. 

Ba% Bahadur Bahu Mvkan Lai \ In*' village#* ilie inoneylendera cannot meet the 
full demands. That ia why they have gid a iHrmanent sort of clients. 

The Chairman ; In order tt> meet the full demand I think llie rnomn lendois w^iil 
have to t*i^rrow ihemselves ?— This prohahly they wiaCi do. They have to hinit their 

What 1 nin trying to gel ut is tlie fact that the only ineana of getting iiHiuey 

In by a regular train f f monevlendera right up to the top?- Yea. 

Event uuiiy they liave to get their money from a l»ank or the (lovernmeiit , < i 
whoever itolds ihe money market? — Vea. 

That link ;s oue whu h does not exactly exiat at the immient ? - No. it doi's md 

exist, 

Htov alxuil ( VI *»|^K'raiion ? You have got a roinp<‘titjtm of iiumevhMidora* How 
doct: th s aiTeot ihe sftmilion ?-- 1 n tin i ase <d tho^e viUagea w lier<* t here are co njTe'rat ; -u 
‘•ticatie^, iiiid wliere iliey have g(»t the teiiHiit# hh nieinbers of those h<k‘itties, I do not 
Jlnnk tic Tet-anf*, in a majority of eases, take any money frt>in the moneylenderH^ They 
t »»rrow n^ue ft* in t!ie s^^ ^etu s than from the moiievlciuiers. 'l‘h( so eiooperative 
loiVv t»*en a ^o^t < ( hel[), and they have Iw-cn siipjdement ing the demanda of the vilUgera 
uho are tJms gelfmg oet vd liie h.inds of the money lenderH. 

( o., >per<M i V ,> ties uw n fiitida whuh they ultimately ohtum from their own 

heiTowers. thd IS, from their dejioaits? Yen. 

We an- ill )< (ir V( n to *)je jM».ssiinlity of inducing the tennntK to ftjiend less money. 
In I tlier words, 'ie i, siirndd tr\ to put money hy for a rttiny elay ? — YeH. 

How* are y(^ii going t(» do tliat? One has to realise that of the total amount of 
» \{M;‘nditure a ct itaui amount is prof'ituUly H|)<‘iit. and a eertain urnount i« npiuit. tHr*ettii«e 

;t IS vinavoi labh', imi tin re ih Jt large jiercentage wlm h m cerlirinly unpriKlix tive. Home 

f thi.s unproductive expenditure i.s tiinixoidahh* iii the shap' rif marriage cercnioniea, — 
H itnes*'} its. 

Hew arc go.ng tn induce tenaiii.s to realise all the.**o factors and to put by 
the surplus when they liiivc it? Winn they have a surplim they spend it or lend it to 
someixxly el.se. - IV' This ran he dv>ne only hv education (hmngh eo-ojierative 

'■viC'ieties, Tln.s is tiie (dnef thing which the ( ’<. oper:. t ive tlepnrtmcnt has not done io 

miicif im !' <.ught to. 

/iOi BnhifJ.tr L>fhu Mohan l.al : Tin v are rhung jt. 

The iritne\>i ; Vr«, hut yriU depend ujhui nr .supervisors, 'I’he host thing fs 

lo u\^in Hoioe ('f the iiKinhers and let them in-trmt other niemhcrs. 

Bahadur Bahu Mohan Lai : In the working there may ho dcfer is. If theiic 
«‘KietieA are tetter firuineed and properly managed llien tliey ran meet thr* demand of 
these tenania intfer rhan any other iiistitiif ion ? — Yea, 

The Chairman : Then, we get hack to the tx»sitif>n that practically ihc only real 
remedy is more <;o oj>eralion and better co opi'ration, especially in the sem-ie of helkr 
instruction? — There is absolutely no doubt aUmt it. 

That Will induce the < ultjvator, in the first instance, to invest his money. »o 
that he may get it when he wards it, and thia will further prevent wasting his tnoney 
and going to the xvrong frerHons ?— Y>8. 

Hat Bahadur Babu j\fohan Lai : If any provincial hank is startofl and finatuM^a the 
co-operative soeietien with sufficient funda, do you think that the relief thus afforded 
to the tenants would be much I»eUer than that afforded by village mahajanA? — Y'ei, 
it; would be nioch h'ettcr. You an increase the immbfjr of co*op<irativo societies and 
expand the $coj>e of their activities. The best thing probably would l)ft to finance the 
co-r.|)®rafciv€ societies throogh a central bank or a provincial bank. 

Yoo cannot Kwggeflt any better method for ibe solution of this problem ?--No. 
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Z)f, Radhakamal Maker jee : There i« no single line of approaeli towards the solutiott 
iii this question of indebtedness. Indebtedness is soiii^-tinies due to the fact that tho' 
holdings are rather small, and the security is not such an the village m^jhajan would 
want. In some cases the holdings are toe* small. — So far the question <f 

security gocjs? 

We shall come to this later. You will^ agree that under sized holdings cannot tve 
debt-free? — I would confine myneif to my own district : I do not think that it will hold 
g(X>d there. There are heaps of land witli good soil lying vacont for cultivation. I ani 

getting applications from tenants to give up land. I know ilie caKt* (»f a tenant who holds 

50 biglias and he wants to give away half of this land 

Witliout thinking of any areas which are for settUincnt Or lolonization, in the 

village area already settled, is llicre a priqsirtion of holdings which i.s luo small to l>e del*t- 
froeV — Of course, these arc holdings which are itrfj small, hut tlicre are tenants who have 
not got sufficient caLllc, or they find it more convenient to work m the fields of othes 
as iabonrer.s fo earn inom v. The mti'jrity of tliern arc n-d prepared to have a logger 
holding so far ns Kheri is concerned. If they wanted to have a logger bedding they 
could have it. 

(hiltivators who have too smiill holdings can buy land al reasonable rate>'’ — 
There is no e^uestion of buying; they get it on lease. From rnv evperience (d some of 
the eastern distriets the projMJsition that yon are putting for’card holds good, because 
pressure on hind is very great tlicrc. It does not hold good in Klicri, 

The Chairman ; Talking of larger holding.^ is very ni(‘e, hul when tlierc no 
more land to give it ceases to he a practical question. The solution is migration to 
fithor places ? 

Dr, Radhakamal Mukerjee : Another solution which is proposed in Bihar is that where 
the holdings are under-sized and cannot feed a |>ea.sant’8 fnrniiy, they should not 

i iay any revenue or rent just as You have certain scales of income in the Ineome t t\ 
fopartment which are incomc iav free. What do yon think of this profx-isition ? — T wouM 
not Bupjxirt that projxisition, because in course of time, as holdings are divided het^^e(M• 
heirs and successors, probably a lime would cornc wh<?n nobody would pay anything. 

lijiws have been advocated to prevent holdings being sfilit up into further fragments 
lielow a unit which cannot iriointain a peasant's family. Such laws have been pa.sse<i n 
many countries in .Furojio and some kind of laws of the nature are l»eing profxiKed in 
Bombay. — (irifnc.^.v) All the same, I do not approve of this projxi&ition. 

The Chairman : What happens to the villager who has not sufficient land? — He 
takes to some industry. Moreover, if under-sized holdings are combinexi together this 
would provide employment to those who have not got any cultivation. 

Dr. Radhakamal Mukerjee ; Coming to the question of securities, you have said that 
in j’our areas there are very few occupancy tenants. WTiat is the sort of security against 
which a sahukar would lend money to the tenants? — Tlie crops of tlie man and gene- 
rally his own personal security. 

Tlie rate of interest in the case of tenants is higher than that in the case of 
tamindars7 — Y'ea. 

Have you come across any cawvs of informal lease of land P* mneylendcrs? — Yes. 

Do the moneyicndora belong to the agricultural class? — I should think everyone 
has got a little cultivation of Ids own. He may not belong to the agricultural class. 

jRa* Bahadur Bahu .Mohan Lai : When the tenants sub let or lease their land to 
the moneylenders it is in lieu of debt ? — That is being done in the Kheri district. 

Dr. Radhakamal Mukerjee : We have got some evidence to show that in the caae of 
such lease of laud the lessee has far less interest than the tenant, in the improvement 
of the land because he is liable to ejection, and for this reason there has been some im- 
provident use , of the land. If there had been no improvident use, the land has not been 
utilised to ^ueh an extent as it must have been in the case of the tenant. .. 

The Chairman : He know^ that it may be redeemed by the tenant. 

Dr. Radhakamal Mukerjee. — Is this sub-letting a widely-prevalent practice? — I 
should say that say that it is not a wddelv -prevalent practice. 
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That is tb« oDiy »fvurc<? o{ seturity fttr tlie leuftni? — The greater aource ol •©CMfJly 
i« bis penkiDSl credit. 

i?aj B&hadur Bobu Mohan Lat : These ere escepiiunal cases. I have never oouia 
across sucb cases in Hanlot. 

Dr. Hadhakamal Muketjee : \Ve have got evidence from some other dutUkta* 
Wituld you restrict sub letting?— J do not thiiSi :t should be reatrklc^d. W© have got 
laws already on the snbjcvt. 

You knesv that tl^rre are rest riel i»tn» in Bengal, Bihar, the Ceiilral I'rovuict's, and 
in Oudh al«io, ijnd in every case the rej*triction» have soineliow Iveen got over? — Yes. 

Ih> YoVi think that sr*inc thing more i^ffective is nei'cssary «i> that the land iiiny not 
j'.iSH snto the haidx of thost who would not be as eflicicnl farnierH a» the fenanta them- 
•elves? — It nia} rut fnoss into ihe hajids of others uiiIcks it is zamindari right. 

YfiU arc aware that in the short -jHTiod lease land is not utilised properly , bocauae 
the lessee j« liable to eji^tion? 

The I hatrmuti : Hr knmvH that he may be ejected by the landlord. 

/.)r. Hodiiaktimal Mitkerjee : How could you ifficluaily iddriin the best utilisaiiott of 
ihc liUid II; the rtn uiUHtiinceK — He cannot be ejtrted for tbnv ymr«. At tbo same 
liiiic it it rotiid U* |»ro\«sl that it was not really leaseil but luortgagiMl the li*r»8eo would 
be A led lUit iliev grnerttliy take a sub leane. 

Yru d - n< f think ilnU more elTective rrstrirtion of sub letting is nf»ccs»ary? — No. 

The ( hiunntfn : When you say that these holdtngH are sub let to money lendara 

wi'Hi soil tf Mu<ncv irndei s ure they? — Villuge money lenders, 

Bfinttn V — N»“ mrcssfi.' ilY. 

He w(;uld be a tenant himself generally ?— Yes, or i)o«sibly the latuilord. 

If he. ts « keejxjrV — lie. will take it and will give U to a third pernon. 

That at once infHiifies the jHjsition that niy friend lakes up. When the land is 
tiilien over by ihe Jixuny lender llmt moneylender is an ngriculturiat. 

fiat liuhadur Bubu yfohitn Lnl : Hupfiose a tenant has got lens land than he 

rcijuirrs and tiscrc is arualier tenant w'ho has got nu»re land. If the latter gives some 

luini u> the foniicr, will (hr former tultivatc the land much Indter that) tlio original 

U-jutnf hiiiiHeif.' — Tliat in another |»itt|Kmition. 

'Ib^n sub h tung i« to U' in every case?— Hub lelting real and a^ tmil uiorigage 

m the shape of sub let ting. 

K yiiij tt^tree with me that sub letting in the real sense for the pur|x»8e of culti- 
vale 11 d.R-H not deteruiraie the land? — Nf.*t at all. 

Tilt ('hatrmdrt : My |»oint is that lu nine case’s mit of ten the iiiortgagee or the 

lerivler huiiftclf is n tenant or an agricuiturmt , and in that carte land will not im Hf)oilt? — 
If I niay be aiitAved 1 would explain the actual |Kmiri(rn in the Khci’i district. What 

actually hapjH’ns is that m one village there are a nuiiiber of tenants some of whom 
arc well to do. Ihit they d<» not do iiioncy’vridjng huhineHS, pure and ftimple. They 

are not tnahajan^. They have a little xiKmey which they can spare. There are a few 

other t-^nants wdio are fKMsr but fortunately they bapyK'n lo hold the be>^t land in ib« 

village. That well-to-do tenant who ba« gc*t an eye i»n that land advancew s littU? money 
to this man who owns the best land from time to time, and, W'hen he thinks that ho 

would not l>e able to rejiay, he tells him ' y<*u sub-Ict this land and I will return it to yon 

wticu you have paid off your debt.” The man is induced to go lo the xarnttidar. In iny 

estates the iumindur is the Court of Wards. Tim tenant makes an application that h« 

is relinquishing his land and makes a request that his land be given to such and such 

man. If he comes !<> know that it w'ill not l>e given u» that man then he will withdraw 
bis relmquishrueiit at oic c. 'a * ’ll is idie aidual case of transfer. But this transfar, 
ci course, docs not mean that the land passes into the handM of a regular moneylq^def 
lint aetualiy goes to the cult iva tor. 

Rai Bahadur Bobu Mohan Lai : It goes to the richer tenant who pays? — Y««. 

Dr, Radhakamal Mnktrjee : Df>e« he f>ay tent lo the landlord? — That man goen 
cm entirely. He ceases to be ihe tvmaiit. What actually happens is that this man 
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who was the original tenant and who had suh-let ceases to have anything to do with the 
land. It is only in the case of those mortgages which are made in the shape or form 
of a Bub'leas© that the rent is paid by the sublessee to the tenant-in -chief. 

The Chairman : But it does not harm the land? — No. 

My personal views arc that in no ci ream stances whatever does the passing of a 
holding as opposed to proprietary rights ever do damage to the land — {Witness) Because 
the real cultivator will be an agriculturist. But it does damage the laud when the 
aamindaf gives the land to a new man. 

When you get bad mahajan, who begins to bully the tenant, there is danger to the 
land? — Yes. 

Mai JiahadiiT Bahu Mohan Lai : In the case of many landlords there in rack- 
renting V — There should be distinction between the actual sub-leaso and mortgage which 
may be in the form of a sub- lease. In the case of mortgage there will absolutely never 
be any difference between the rent paid by the mortgagor to the mortgagee and by the 
mortgagee to the landlord. But in the case of an actual sub lease there may bo some 
little margin in the rent paid. 

Dr. Iladhakamal Mukerjee : Sup|K).se a tenant’s hnllocks die and lie i.> waiting 
for another season. It is then he sub lets his land. 

Rai Bahadur Bahu Mohan Lai : In that case there is bettor farming? — Perhaps 
it may be the case that a tenant wants to support his p<Hu- relations or there imiy he 
a widow who may not cultivate her land herself. 

Dr. Radhakamal Mukerjee Is the Bocurity of land utili.sed t(* secure credit? — 

Only aH a morigsgor. 

Hat Bahadur Bahu Mohan Lai : In Oudh it is rare or never. It is only when 
debts are? aceumulated and when he cannot pay them. In that ease he takes the 
risk of transferring. If the zaviindar does not agree the whole transaction falls through. 
No mahajan will advance money on this. This will be the last chance for him. 

Afr. Sah : What rates of interest do you consider as exorbitant? — Anything above 
8 per cent, or 1*2 per eent. 

Are you aware that it is difficult to borrow at 0 per cent, in the open markn 
even by the Governincnt? — Government just borrowed at 5^ per cent. 1 would con- 

Bid(?r anything aliove 12 jicr cent, as exorbitant. 

Kven considering the security do yon con.sider that 15 per cent, charged by the 
cooperative societies is exorbitant? — I w'as under the impression that they charged 
12 per cent. * 

As regards marketing charges can you tell us the amount that is paid to the 
zamindar as haq zarnindari'? — It is probably a misnomer. 

Is it oedroi? — It is not octroi. Octroi i.s not paid to the zamindar, but to the 

municipality. 

What is the maximum period for wliich a long-term loan can be obtained, in the 
case l>oth of tenants and landlords? — In the case of tenants of course, probably it is a 
year and a half. It is another matter that the loan may drag on, but generally it 

cannot he more than two years. In the case of landlords it is for 10 or 12 years. 

AVliat is the maximum period? — Twelve years. 

Are Uve payments accepted \u insUlments? — Yery seldonu But in Bome cases 
they are. 

If the father borrows (or a certain purpose is the son protected? How does the 
Hindu law act as an impediment? — I may tell you from the e.^i>ericnce of cases wdiich 
the Court of Wards is fighting. At present when the moneylender advances money he is 
afraid of litigation. But litigation does take place. It is quite a different thing that 
he may eventually win the case, but sometimes the moneylender does lose his money. 

T will give yon a concTete case which T have got. There was a man named . He 

borrowed money on April 24, 1919, and executed a deed of mortgage. It was a 

simple mortgage. It was stated in the mortgage that he was taking money for 

mruriyat khangi; that is a very comprehensive term. Now he did not pay it off, and 

the estate which was the debtor’s w‘as taken under the Court of Wards. We got a 

preliminary decree: we got the final detTce. We applied for sale, and the result was that 
Mb, Ajli Zamik. 
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we got a decree for the sale of property. The man approached the Court of Wards 
and said that this matter might ho untied om oi cxjun. The matter huug on for 
years and years, and everybody tlioiight that lie was not euinest and he simply wanted 
to gain time. Then he went to tlie Deputy Coiiimissioner and made him Relieve tJuU 
the Special Manager w'as putting obstacles in his way. The Deputy Commissioner got 
himself interested in the matter. The man was never earnest, and ultimately, on 
January 20, as the property w’as encumbered and nobody was willing to purchase it, the 
Court of Wards had to purchase it. But im JaiUiary 16, two aims of the judgment- 
debtor, one aged 20 and the other aged IJ years under the guardianship of his elder 
brother, tiled a suit a.sking that tw'o-thirds of the property should l>e releant'd l>eeaiiHe of llu* 
provision of the Hindu law on the plea that the money was borrowed for randi-bazi 
and sharab khori. It is just possible that they may win the case us it would he very 
difticult f(»r the Court of Wards to prove that the money was borrowt'd for legal pur|xiHes. 

Rai Bahadur Babti Mohan Lai : I w'ill explain what is Mitakshara law. TIu' 
son gets interest in his father’s pn>|)erty from the date of birth, and, if any money in 
hard cash is advanced to the fatlier, llie burden of proof that the mom\v was advanceil 
for legal purfxises is on the creditor. It is very ditticult to prove after ten or twelvo 
years — (li Specially u hen the debtor jind his son collude I 

The question of Civil law is very difheult, and therefore mahajaus are very calioim 
in advancing money. 

Mr. Sdh : A our objection is to the transfer of land from tlu* hands of the agricul- 
turist to the Imnds of the non-agriculturist. Will yon olijeet to tlie arrangement l>y 
which land could lx* transferred to th«‘ landlord or coopiTutive hanks foi’ crtslit pur- 
I>Oflses ?--H(Ov will it give any relief to the tenant, because in that case, of course, lie 
will get land to cultivate, but Uien he wmuld be a suh-tennut of the hnnkV 

But they will be mortgagors of the bank, and. if they do not pny up, their 
tenancy right will hi\ sold. But payment will bo in easy instalments. ( lyi/wr?.-?/?) If 
that be tlie case then it will be transferable only to land mortgage banks and on 
condition Hull the loan will be repaid on easy ferm.s. About the Hindu law, my Hugges. 
tion was that if a sort of inquiry were made before a loan was advanced !>> tin' inorlgage 
bank and a finding is given by the District Judge that this loan is being tukf'u for legal 
purposes, productive or unproductive, and that the property mortgag(‘d is ancestral, 
and that finding, after it has been given, should Ik* binding on the debtor’s heir» and 
successors, them that will establish credit very imicli and it will remove chanees cf 
litigation. 

Rai Bahadur Bahu Mohan LgJ : But, how many times will you get such a finding? — 
This may he done only in ilie case of land inortgage banks. 

(The Chairman thanked the witness, who withdrew.) 


Mn. Ali Zhum, 



( 233 ) 


o 

o 


o o 

CO o 


ft 


r& 

«0 

9» 

3 


a 

CO 

*3 

m 

04 



<o o • *d 9 * 

O S O oa 

1 




d 



Q-« 0 O S. 




C3 

QQ M »4 • ^ 

o 

'd 


Ui 

£« S. S-S g 

Zo <» H 2 

s 

e% 


7i 

8 

« d * 9 a ^ 

sSio§| 


*2 


Ob 

.s 

9 


I 


O 

00 



(0 O) CQ 

'S 

5 d <*■ 

d tf 

asj 

a 8 . 

C3 * •• 

'2-® fl 

I.S S 


2s « 

O o ^ 

ta <«» 


*3 QCO 
d d 
d *S! 

S S *8 
s5 S 

•04 vTm 
d ^ 

at g 

•§£ S 

« 

••• c* ® 

»o o.d 

a CO •«• 



04 

O 

o 

O 

o 

o 

O 

o 

1 O 

o 

o 

1 

o 


rt 

CO 

o 

oo 

CO 

U3 

S0 

rH 

o 

c<» 

»H 

CO 

1 ^ 

j 


>•* 

to 

Oi 

fc*- 

<D 

CO 


CO 

O 

CO 1 

1 ^ 

CO 

O 1 

1 

•« 

10 


O 

o 



5 

o 

H 


o 

H 


TS 

d 

dB 


d 

& 


cd 

o 


d 

PQ 


CO lO «o t* 


Mb. Ali Zamih, 


Qband Total . . 51 8 0 Ghakd Total 



( 233 ) 


( 1,00000000000 


<1 O O CM 00 O 


o en «H ^ 


O 2 CO O o I ^ 

^ ^ S S I s s 


2 s 

M m 

• •* . ! 

• O * 

I - 

- « I i 

g . «>?»•- 

& 'S * .2 ‘S *2 

: s - 1 i i 


1 1^ 1 1 s I 


i4ele6<«M(jc(5b*aoo$e5«-4c^ 


^ <tS 


Mm, Ali ZiMm 


Gbakd Total .. 173 5 0 Gbaud Total 



Than's-Sarda tract is distp.ict Kheri. 


o 


( 234 ) 


b* 

A 


^ 3 





Mr. Ahi Zamxk, 


Grand Total .. ui 13 



( 235 ) 


Mr. PRAKASH CHANDRA MISRA, B.A., Special Manager^ 
Court of Wards, Hardoi. 

Replies to the questionnaire. 

1. — AGRlcrLTUKAL CUPDIT AND t’ilEDlT lAOlLITlKS. 

Part B, — Agricultural borrowing for purposes of marketing. 

Question 1.— The iiietbod generally adoptal by llip agrkulturists U) carry their 
prtxiuce to the market is lo c;irt them in their o\vn vehicles. The bullocks usually om* 
ployed are the same as arc used for plougliing tho laud. The fodder is also carried :a 
the same carts. 

Question — The above is the most economical as well as tho quickest method of 
taking the pnxiuoo to the market centres, and ordinarily no money is required exclusively 
to finance the marketing of the pnaluee. In eubos where the temint does not possess bullock 
carts very little is left to him to take (ujt to tlie market. A large pro[>orlion of his 
pnxiuce is absorbed in disebarging his rent ami in making jepfiyments of se^sd, as well 
as the iubour employed by him iii carrying out the sowings. Anything that is loft is 
taken to the market by liis neighlKuiring tenants. 

There is only the Camilla Cent ml Co*operutivo Society in existenee. It is about 
to go into liquidation as its affairs are being suhjecttsl to an enquiry by a eomniiHsion 
apiKiinted by the l'nil(‘d rrovinces Ciovernment ; but this society never help(?d in the 
marketing of cnqis, nor was it found necessary, 

1. — Ah Soon as the produce eomes in the enhivator has initially to 
meet the demand of his landlord, and immediately after that of the moneylender from 
whom he may liave taken his Bced and cash also for sul>siHtonce. TJiese two combined 
together nearly exhaust all his resources and very little is left for him to keeji in 
store. Whatever he. does Hlore for ]mr|K>.ses of daily eousumption is generally stored in 
large earthen jars Iwaliy called kutliias. 

Altliojgh thirt methotl is a primitive one, yet no metluHls of improvement are 
required in the present impoverished state of the (enantry. W'hen they have got littlo 
or nothing to store, improved metho<ls of storing are more or less out of question. 

The grain dealers generally store their stock eillier in pits or godovvns. In tho 
latter they are kept in bags. The system of keeping in pits is, of course, uneconomical. 
In the first place, if kept for a long peritxl, it tends to impair tho purity of the gram 
which ie.ssens its market value. Moreover, additional ex|>ense.s are involved in carrying 
the grain to the pit and from thence again to the nitfrkef ; and occasionally rents for 
the pits have al.so to be paid. The best place for tlie storage of grain wmnld, of course^ 
he the one wdiieli is closest to the place from where if is ultimately sold to the consumers. 
The system of keeping in pits needs elimination, while tliat of storing in bags appears 
to be sound under the present financial conditions. 

Question 5. — Grain in storage is not used hero as security for obtaining credit. 
This practice is prevalent mostly in Hapur in the Meerut district. 

Question 7. — There are no instances of cultivators combining to market particular 
crops. An association of this nature is certainly desirable so that it may be possible 
to carry the produce all at once at the most favourable moment of the market and before 
the price takes a downward trend. 

^ Part C, — Extent and nature of agriciiUiiral indebtedness. 

Question 1. — The law forbid, the transfer of tenancy rights in this district and 
fixed-rate and permanent tenure- holders are non-existent. The occupancy tenants do occa- 
sionally transfer their rights in land to the moneylenders. In some cases the land 
is sublet to the moneylender for a number of years which enables him to recover his 
advance. * 

Debts incurred against bouses, ornaments, crops and a.sset8 generally are not 
always registered, and it is not possible to distinguish as to any specific amount 
Mr. Prakash Chandra Misha. 
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'^ebt incurred against any particular aaset. The creditor generally takes into account the 
solvency of the debtor as a whole in relation to the particular sum which he may intend 
to advance. 

Question 2.— -The principal creditors of the agriculturists are the local banias. 
The cooperative society at Sandila has also advanced liberally, but unfortunately 
it is very soon going into liquidation. 

The number of rich agriculturists who can lend money to other tenants is prac- 
tically negligible. 

Question 3. — There is no special class of tenants who can l>e termed as ‘efficient 
farmers.” The land is held by the cuItivaUirs of the ordinary class generally, and if 
one is ousted from possession his place is taken by others of his class whose number 
is legion. The creditors do not take to cultivation themselves. 

Question 4 . — Tliere are four estates under this Court of Wards and their debts 

Rs. 

Bharawan •• .. .. 8,57,921 

Kakrali and Aaaish . . . . 7,18,182 

Bhogaitapur «. .. .. 82,531 

Jalalpur .. .. .. 1,11,629 

Question .5. — There are several causes for the indebtedness of the landowning classes. 
ScH'ial customs account for some of it, c.r/., large sums have to be spent on the occasion 
of marriages of daughters, over obsequies, and on other religious occasions. The 
expanding needs of life and the general raising of the standard of living is also res- 
jHuisible to sc)ine extent for it. The rapid growth of fKipulation with the same limited 
means of income and the division of properly from generation to generation also brings 
about encumbrances in an increasing degree. 

Question 6. — The land-owning classes have not to pay any special charges or rates 
of interest in respect of their hoirowings, but they are always higher than wdiat com- 
mercial people charge one another. 

Part G . — Small industries allied to agriculture. 

Question 1 . — There are no subsidiary industries allied to agriculture in existence- 

Question 3, — («) Spinning in spare hours appears to be the only subsidiary industry 
iKissible as it is difficult to arrange for capital for otlier enterprises. The moneylender 
class will op|K)He the raising of any capital for such purposes rather than subscribe for 
it. The landlords and tenants are mostly out of funds. '' 

Part E. — Land mortgage hanks, 

Questioti 1. — Long i^riod Joans are rarely available either landlords or to 
tenants, the only exception being the case of a usufructuary mortgage, where the mort- 
gagee in securing good terms is desirous of transferring the proprietary rights to 
himself. 

Question 2. — Long-period advances are only available on land security with transfer 
of jx)8H0s8ion. Simple mortgages, as a rule, covenant for the repayment of money on 
demand. Any specific period of payment is very seldom agret'd to. 

The difficulty of the long-period borrower is that the moneylending class is always 
eager to multiply its capital rapidly by lending at Ingb rates of interest and recovering 
the money at short periods. 

Question 8. — Tenants on account of the non-tranaferability of their holdings are 
unable to secure long-term credits on any t-enns. 

Question 4. — An (XJcupancy right does not ser^^e as an adequate security for long- 
lerra credit on account of the provision in the law that a transferee even bV sub- 
letting at nominal rent, is liable to be ejected along with the tenant, if the sub-lease 
is for a period longer than that permitted by law. 

If the law is amended in a way that grants the occupancy tenants the right 
1o mortgage their holdings with the restriction that the mortgagee will not be entitled 
to poesesBion in any case, and will not be entitled to recover in any year more than 
one-fourih of the value of the produce of the land mortgaged, then it will increase the 
ixirrowing jxnver of the tenant without the consequential danger of his being ousted 
Mb. i'BAKASH Chandra Mtsra. 
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in tliti long run fmm the land inud Uis b«iug constant ly liarasscd for repayment, lha. 
creditor wnl also have sulliicieui security for his money by way of recovery of the one- 
fourth of the produce every harvesting season. 

Question 5.— The establishment of land mortgage banks will certainly solve to 
a great extent the problem of long-term advances, but if they are liedged by too many 
stringent conditions, such as tnat of the borrower being required to mortgage all his 
imiiioveable properly other than laud and in addition to furnish two twrsoual rehuble 
sureties, their utility is likely to be much iinpared and a very limited number of 
men will be able to take advantage of them. It will be practically luqxmsiblu fur any 
borrower to bring forward two reliable |)erson» to stand surety for him for a periini 
of fifty or sixty years. one in the present unorganized state of the country will under- 
take VO bmd himself and his successors for periods us long as that. The borrower him- 
self will shrink from taking money from tlie bank by putting all his assets into its 
hands and losing all his future cretiit and financial solidarity — may be for generations. 
The borrowers under these circumstances will, in all probability, have recourse to other 
moneylenders, w’ho may charge even liigher rates of interosi, hut will not fetter him 
^to such heavy iinjsisiiions and for such long periods. The hunk can value the pro}>erty 
With u 3 much slrieinoss as it may please and advance the money on ii lesser figure than 
fifteen times the estimatisi annual net iiutirnc after deducting the laud revenue. Tho 
mortgaging of every immoveable pro|>erty of the Ixirrowers will turn them into "Ali- 
ahaorbing Banks’ ’ rather than “Land Mortgage Banks iiroptr." 

To make the bank popular and effective, it \Vill he necessary, in my opinion, 
to enact special legislation in its favour. The personal laws of dilTerent eomimmi- 

tics ini|)ose much restrictions u[Hin the title of tho morlgagor. After the mortgage, 
other claimants generally crop up who impugn its validity. If the bank, each Upm 
11 wants to enforce the mortgage and realize its money immediately for breardt df'l'on- 
tract, finds itself entangUnl in litigation, it will, in att* likelih<K)d. become a losing 

proposition which will endanger its existence. Moans nmst ho found to secure to the 

bank an absolute title, once it has mortgaged the pro[>erty, so as to jirecludo the trans- 
action being challenged at any subsequent stage. This i‘an ho done by enacting (hat 
the property mortgaged with tho bank will he deemed to have passed to it with an 
absolute title. The property which the hank intends to mtudgage should l)e spocified 
in a notice to Ik* promulgated in the village, 15 or 20 days before the inteud(‘d transaction, 
for any objection or objections to be forw’8rde?d to the hank wiiliin that pericxl. A 

rccordi3d entry in the revenue pajH^rs f<»r twelve years of the mortgagor or his predecessor 
in title sluaild he deemed to bt> sufTicient to cstahlish his title. If no objections are 
received within the stated fX!ri(Ki the hank can enter into the transaction forth^th witli 
an absolute title over the projierty. If objections are receivtHi tho ba^ik ^mnst form 
its own opinion after obtaining legal advice as to their validity ^cLcnter into the trans- 
action with full knowledge of the other claims which, if •not preferrwl within time, 
will be de'med to have been waived for tlie period the bank mortgage remains in 
force. 

Question fi. — At the divisional hoailquarterB of eacli division there should be one 
“chief land mortgage bank,” the functions of which should he confined to tlie direct 
advancement of loans of sums over Rs. 2,500 or Rs. 3,000. It should have its 
spread over the rerriaining districts of the division, and thev can be knowp 
mortgage banks.” The activities of these would be limited to da|liiiP*Cith all the 
items below the sum with wdiicli the “chief land mortgage hAnkjJ|gWijM deal. For the 
eflficient management of these district banks the “chief land njpncgage bank” should be 
held responsible. It should guide the policy of the district banks and servo as a link 
between them for arranging the transfer of funds, eU\, at a given time. The “chief 
land mortgage bank” will be the financial unit for tho division. The district bank 
should be undef the direct scrutiny of the chief bank to whom they should look for 
gtndance in matter*^ of administration, pfilicy, and arranging of finances. All the divi- 
sionsl chief banks should again I>o under the direction of the central provincial bank. Its 
funds will be constituted of the surplus of the divisional banks and their reserve fund, 
to be utilized by it for rendering assistance to the divisional banks in the discharge of 
their financial obligation. 

would ^ very desirable *f the “land mortgage banks” can have a share capital 
of their own and thus lie able to ork quite independently. But in the present sceptic 
state of the countiy it is very doubtful if the capital could be raised that wav. It 
should start, with 15 or 20 lakhs per division at least, so as to lie able to give some- 
Mr. Prakash Cranz>ra Misra, 
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real relief to the needy proprietary body. The share capital should be available for 
subscription to anyone who may cbose to pay for it. Jf the share capital is not taken 
up by the public, as is apprehended will be the case, then the bank should be allowed 
to raise a loan in the open market. The Government of a province should stand as 
security for it in the first instance. Tlie lioatiiig of loans just at the commencement 
against the security of mortgages obtained by the banks is not likely to be successful. 
When the b&nks have obtained Bome stability and have gained the confidence of the 
people money would certainly flow in by this method. 

The provincial banks must be under the management of expert financiers with some 
local knowledge of the province’s economic conditions. They will be a paid body, but 
as Government will have to be involved in some way or other it would be desirable to have 
the Finance Member of tlie Government as one of its ex-officio directors as well, to 
look after the interests of the Government Bj)ecificaily and that of the bank generally. 
The management (jf the divisional bank should be from amongst the persona chosen by the 
district banks to represent them there. As regards the district banks, shareholders in 
posBOBsion of a specified number of shares should be given the right to vote for the ^ 

local managing body. Jf no suitable persons are available, the director of the provincial 
bank should have the right to make the selection. 

Tlie maximum |>eriod of the loans advanced should be soinewlierc about sixty years. 

The land mortgage banks should be permitted tr> raise the capital by all the 

methods emimerated in clause (/) of the question. 

The debentures should carry a Government guarantee, as ofclierw'isc they are not 
likely to be freely accepted. The Government should take up the balance as a last 

resort if the banks are to function sviccessfuily. The debentures ought to rank as trustee 
securities to enable the “Trustee” to secure full benefit out of them. 

The financial obbgations of Government can only be safegunrded against loss by 
.assigning to it a projxirtiondlfe share of the bank’s land mortgages and giving its 

claims peforence over those of the other investors or Bhareludder.s. 

In the matter of financial concessions, in my opinion half of the present leviable 
•duties should bo levied in Die case of land mortgage banks. The registration fees, court-foes 
and stamp duties should not be totally abolished. If no duties are charged a f.Tcat 
loss would occur to the public revenues wdiich would not be justified. It would be 
ft great relief in itself to the borrower to be able to secure money on easy terms 
and for long periods. The metliods of foreclosure and sale should, of course, be simpli- 
fied 60 as to save the bank the cost of litigation and to secure an early settlement of 
claims. Power to manage defaulting estates should also be given to thef banks .so rliat 
the borrower may be saved from the transTer of liis property and the bank rnav I'C 
able to realize its dues. But when all the dues up to a period have been*^ realized the 
Imnk should forthwith release the property and give the borrower a chance of paving 
up the future instalments on fixed dates. 

The psychology of the people of this country is not yet so developed as to justify 
the forming an all-India highly-organized banking association or to adopt anything of the 
*Oerman ‘’cartel” system. The establishment of the provincial banks should"^ he the 
aim for the present; later on, as circumstances permit, they can he co-ordinated togotlier. 

Question 7. — The only safe method of valuing land is to he guided by its present 
profits. Rcgai^di.must be had of tlie alluvial and diluvial character of the land and the 
nearness of settlement which affect.s the profits. The value of the land does not depend 
upon the nature of the crops it grows, but on the profits it vields. and, in .some 
measure, on the refractory or docile nature of the tenants as well ' and the other factors 
juet mentioned. The multiplicity of co-sharers of diverse characters tends to diminish 
the price, which is higher where there are single proprietors or fewer, peaceful ones. 

A vendor by private negotiations can bring all the available sources of competition 
into play and tap all pi'issihle outlets to gain the utmost he can. The price he ebtama 
IB, therefore, usually in excess of that w*hich is fetched by sale for default of r<^vftnuG 
or by court decree. Tn the latter case the purchasers a>'e fully conscious of the fact that 
the property will have to he sold and they keep back their offers and are mlv likely 
to purchase if they can make a good bargain. 

The proportion of tlie annual net yield of average quality land to its market value 
miner nomial conditions is approximately I : 15. Thus ‘land yields grain worth 

\ tenants pays rent Bs. 10 and landlord pavs revenue Bs. 10: profits are 20. 

Thirty times that is Bs. 600. Now 40 is to 600 as 1 is to 15. 

Mn. V'rakash Chandra Mtska. 
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SttpplemenUry vriittn tvideiice. 

Question 1. — (a) What remedy would he acailable to creditor in *he case 
fongderm advances to a tenant, if the latter dies before the repayment of the debt or 
ss ejected by the landlord for non payment of rent ? ib) IV*// your scheme under which 
the creditor can attach one-fourth of the produce be enforctble in the case of the smkwssof 
of the tenant also? (c) If one fourih produce of the land is attachable by !he creditor, 

will U leave fiMjJiciVnf for the producer and fits family's maintenance? 

Answer : (a) Fixed-rate /])ernmneiit tenure-holdera have got traiiaferablo rights 
in their tenancies, so in their case the land itself would he a suffidont SvHuirity for 
the loan in case the tenant dies or loses jjossession of the land. Such tenants can 
transfer and mortgage. 

Occupancy tenants who pay a heavy rent are not likely to take the risk of los'ug 
their holdings deliberately, hut in case of their death the law provides such a luiinerouB 
set of successors that it will only bo in rare cases that a tenant would he feuind to die 
heirlesB. Before making the advance it will he the duty of the hank people to see 

whether in case of the tenant’s death there is any chance of the tenancy lapsing to the 

landlord. If such is the case, then they ought to take the stHMirity of one or more tenants 

rr tenants of recognized status (those who pay gcnnl rent arc i 

The above is applicable in the case of ex proprietary tenants also. 

In the case of statut-ory tenants, the only way to have any security is to »idvance 
tlie money on the joint sei urity system their tonuney is for life 

only and they can defraud by leaving the holding without notice. 

{b) If hv successor is meant a j)er8on totally unconntxiicd with the predecessor of the 
tenant, then the answer is in the negative. If he takes ijver the tenancy either by in- 
heritance or by survivorship, then he will be under tlio same liabilities as hia predecessor 
in interest. 

(c) If one-fourth produce of the land is altachiihle by tlio creditor, it v ill leave 
sufficient for the producer and hia family’s mainlenunce as will ho evident fn»m the 
following calculations : — 

According to the Census Keport of 1921 practically every cultivating family has at 
least a pair of bullocks fp. 102). 

According to the same reinirt every 8 or 9 acres of agricultural land retpiire 
a pair of bulloks to cultivate (p. 161, Chapter XTI), Therefore the size of a normal 
holding is 9 acres (cultivated). 

The same rep^irt says at p. 31 that the average number of persons per house is 
4*8 I subsidiary Table VII of Chapter I). In this table the word used is not “family" 
but ‘ house." For census purposes the two words mean the same thing. 

According to tlie quinquennial crop experiments for the year ending 1926-27 the 
average yield of wheat per irrigated and unirrigaU?d acre in Hardoi* is as below. (This 
is the outturn that may be expected in a year of average character) 

Unirrigated 900 lbs, per acre. 

Irrigated 1,250 „ „ 

Average = 1,075 „ ,, ,, 

say 1,000 „ „ (for purposes ol simple calcuiatin^). 

Area of a normal holding as said above is 9 acres. 

yield of \vheat = l,(XX) x9* 9,fXX) Ihs. or 112 muunds and 20 seers (say 113 

tnaunds). 

Normal price of wheat jK‘r maund in Hardoi as given in the Season nnd Crop 
Report of the United Provinces for the vear 1927-28 (1335 Fasli) is Bs. 4-12-0. 
price of 113 maunds will bo Rs. (4-12 or) 19/4xll3-Bs. 536-12-0. 

Suppose the tenant pays Its. 10 as rent per acre for the holding, 
rent of 9 acres (normal holding) -Rs. 90 

Deduction of one-fourth income for the bank = R8. 536-12xi=R«, 134-13. 

Total deductions =Rs. 131-3-f OO^Rs. 224 .3. 

Net sowing (Rs. i)-%-12 — Rs. 224-3) --Rs. 312-9. 

The net income of the hoti'^ of 4-8 per 8 on 9 is thus Rs. 812-9. 

The net income of one man for one year-Rs. 66. 

and for one month =R8. 5-8-0. 

:Mr. Prakash Chandra Misra. 
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This income of JEU. 5'S-^ is bj raising wheat only. But generally the ccdtivasnr 
raises other crops, vegetables if he can, and does manual labour in off seasons whif*.h 
give him an extra income of Rs. 2 approximately per mensem. 

Therefore the total income of a cultivator is Re. 7-8'0 per mensem or Be. 8 odd. 
wliicb is a little above the minimum, I suppose, to keep his body and soul together. 
Thus it will be seen that the attachment of one*fourth of the produce will keep the cultivator 
fit and will leave enough for him and his family. 

Question 2. — You say in your note that the transfer laws of different communities 
impose restrictions upon the title of ntortgagors. Wiill you kindly let us know what 
these restrictions are'? 

Answer : The first restriction is that Hindu female owners of property have only 
a life interest in it and consequently the mortgage entered into by them can only be 
binding for their lifetime. It also sometimes happ<ms that transfers made by them 
(females) are impugned on the ground of their names having been got entered for the 

consolation of their hearts 'RfW) There are also instances in which recorded 

co-sharers have been out of possession of the prot>erty for a long period and somebody 
else has been in adverse possession of it. ilioiigli he is not shown to be as such in the 
papers. 

The “Manager ” or Karla of the joint Hindu family is only entitled to transfer 
or encumber the property for the sake of legal, necessity (e.g., discharging of prior 
debt, marriage of a daughter, the performance of obligatory religious ceremonies, etc.). 
The onus of proving that such a necessity existed is on the “mortgagee” and if the 
successors or other members succeed in proving that the mortgage was on account nf the 
licentious or gambling habits of the mortgagor, the mortgage will be rendered null and 
void. A personal decree may be passed against the debtor, but the security of the 
moHgagejvill be extinguished. 

Among Muhammadans there is the dowser debt (mf/iir, ) wTbich does not 

become known and is the first charge on the property. If the amount of it is so heavy 
as to absorb the whole of the property — and very often the dower is put down at a very 
high (fantastic) figure — then it would be no use mortgaging such a property. 

(For oral evidence see pages 241 — 244.) 
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ORAL EVIDENCE. 

LUCKN<»\\ 

February S, 1930. 


Present : 

Mu. E. A. H. Butnt, o.ii.r., i.c.s., m.l.c. 

i»a. IUdhakamal Mckkiukk, m.a., 
lUi'A’ Laksumt Das, u.a. 
iUi Bahadur Bandit O. S. Dpaduva, b.a. 

Mh. Mohan Lai. Sah. m.a., i.l.b. 

KaI i^AHADUR BabC MdHAN LaL. M A., I.L.R., Al.l .O. 

1>H. L. C. Jain, vi.a.. ll.m., fIi.d. 


Chairman 
I Members, 
Sccretar;/, 


(lV*z/»irA\v ; Mr. Prakash Chandra Misra, b.a., SpCi^ial Manager, Court of Wards, 
• Ifardoi. 


lioi IhOiftdur Pandil (t. 6\ I'pndUga : You aro Sj»«Tial Manager, ('onrt of Wards?" 

] find ilial ihere are f<»iir estates under you and that they Iniva ineurred ft Urge 
amount i-f debt? — Yes, 

You sa . that the exfiandmg needs of life and that the general rai.sing of ll o 
standard of living is also res|K»nsihle to sorne extent for it. In your ofunion flu* prcHent. 
standard of living wliiih ilicy luive adopted is too high for them? Yes 

Are these es'ate-i (ovned by 'J'Imkur am in dor, <7 — J’hree are (ovned by MuHlimn find 
one by a Thakur : Kukrali and Asaish, Bhogaitapur and Jalnlpur belong to Muslims and 
Bharawan lo a ’'rhakiir. 

In your opinion the Miisalnuin zamindarx also have hftil iiuur large expenRCB on 
arcount of the marriages of their daughters?- V.'r, ;md a ward himself took a debt of 
ahont Ks, *25, (XK) for his marriage. Phis was done during tlie (.’ourl of Wards 

regime. 

Had they to pay spoeial dulati, or had they D) incur any sjuvial elnirges for getting 
these ioa iH? — Not in the time of the Court of Wards, hut tiny might have incurred them 
jireviovis to estates being taken over by the Court of Wards. 

So far as viair knowledge goes they have n<d bad hi e\eeufc |ironote» or Ixmde for 
larger sums than they actually received? — That i.n not within my knowledge. 

Rai Bahadur Babu M(dian Lai : I may fell you of an insUiUce, There is a taluqdnr 
near about Hardoi wvho has executed pronotes for Rw. 5,00() although Im received only 
Rs. 5()0. — Hi.s estate was under the Court of Wards and within ri year it wa*i 
released. Ho had very many fictitious promotes and the net profits were not sufficient 
to meet inlerest charges. 

Dr, Radliakamal Mukerjec : Y’oii have said that the chief mctlKsl of marketing 
adopted generally hv the agriculturists is to c:arry their produce to ti»e mandi. YY)n have 
IK) village buyers or peripatetic dealers who come to purobase grain tliere? — There are Binall 
village markets where every Monday and Thursday a sort of small mnndi is put up and 
the tenants from the neighbouring villages go and sell their produce there. 

1 mean the village buyer or a jxripatetic dealer who gO€?B to the villnge and gels 
the i>roduce from the neighbouring village itself and sends it to the central market. — 
(IPifneAj?) — There are some. 

Rai Bahadur Babu Mohar Lai : Y'ou have said in your answer to Part B,, 
question 4 : The grain dealers generally etore their stock either in pits or godowna. 

Mh. Prakash Chandra Mibba. 
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In the latter it is kept in bags. The system of keeping in pits is» of course, un 
economical. In the first place, if kept for a long period, it tends to impair the purity* 
of the grain.** Have you any personal experience for making this statement? — I have 
experience of the Moradabad district, and what I saw I wrote. There the khatti system, 
is prevalent to a great extent, and the ghun sets in which very much impairs the„ 
quality of the grain, 

You say that if it is kept in bags it will be sound. If it is kept in bags in tl^e 
rainy season it is eaten up by the worms and is not fit for sowing unless the bags are 
kept in bhusa or in a air-tight place. Is that so? — If these bags are stacked on a platfornr 
sort of thing I do not think they will he siKjilt. 

Even if they are kept in the open? — ^No, in a kothri or r(.oiii. 

If it is kept air-tight? — This is not i)OSftible in a village. 

If it is not air-tight it gets impaired and eaten uj) by the worms? — rrobably. 

Dr. liadhnkamal Mukerjee : You grow .sugarcane in your district? — It is grown in 
Hardru. 

JRai Bahadur Pandit G. S. Vpadhija : Is there the kltandsali system? — Not in the 
ttstates under iriy charge. 

Rat Bahadur Bahu Mohan Lai : This i.s in the Ilardoi district, but not in the 
estates under his management. ' * 

Dr. Radhakamal M ulcer jee : Are there commission agents of exporting firms 
going about to collect grain : that is, to pureha.se grain? — There are some. 

The Chairman : Wliat sort of agents arc they? What are the firms to v^hich 
diey belong? — Tliey are not recognised firms. They belong to the bazar, hania, or the 
.•non ey lender. Tlioy go to the miifassil market of the. villnges to i)urcliase stmie grain 
if they can get hoid of it. 

Practically in small quantities? — Yes. 

Dr. Radhakamal Mukerjee : Does the Sandtla arhaiia advance for the pur- 
chase of village grain? — He does in eertain eases. 

Hat Bahadur Bobu Mohan Lai : You say that the occupancy tenants (’o ocensn ji- 
ally transfer their rigJita t<» moneylejider.s. Have you come across cases in whirh o<‘eupan( \ 
tenants in the Hardoi district have transferred their land to moneylender.^ ? — T do not 
know of any Kpcoific cases, but that was my experience as T learnt during my touring season. 

The Chaiirman : Will you tell u.s what you mean l)y the transfer of rights? Is it 
aub-letting to the moneylenders just for three years or so and which is allowed under 
the law?--YoB. 

Not the actual transfer of (K'cupancy rights? — No. 

Dr. Radhakamal Mukerjee : In your estates is the moneylender agriculturist or 
non-agriculturist ? — Mostly agriculturist. 

If the land is sublet to him, does he till it himself? — He tills In'mself c-r hires 
coolies. 

To wliat caste do those moneylenders belong? — In one of the estates they are 
Brahmans and in other estates it is the Bania and the Kisan cast^e. 

Rai Bahadur Bahu Mohan Lai : You .‘=ay that the land-owning classes have not 
to pay any special charges or rates of interest. Is it in your experience that of late 
the rate of interest is going down in the case of land mortgages? — Not in mv ex- 
perience. 

Df. Radhakamal Mukerjee : Y'ou have mentioned that there are no subsidiary 
industries to agricuilture. You are aware that in s good portion of the year the agri- 
culturists have got little work to do, and even in the ordinary season when there is much 
work in the fields, some holdings are so small that the full labour of the family mav 
not be utilised? — My conclusion is ba.sed on the fact that most of the tenants in their 
off-season go*- to the neighbouring industrial towms. Some of the estates in the Unao 
district border Gawmpnre and they get across the Ganges and obtain employment in the- 
mills. Similarly, Sandila labourers go to Lucknow and get employment there. 
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This is very interesting. There is an exchaage between field and factory labour?— 

Ym. 

In wliat months do these agricultural iaVnuircrs g(i to Lucknow and Cawr»i‘M>rie?-— 
Tliey go in the months when their crops are fairly grown up. The r<H?ent rains have 
l»een gt>od arui iiave savetl them a lot labour. They liave, therefore, gone to Cawinmro 
and will come back m March when the Iiarvest time comes. 

That is, it will bo for four months? — Not four, but two and a half months. More* 
over, they do leave some relatives to lcK»k after their fields. 

They are employed as unskilled lalK'urers? — Y'os. I'hen there >vu8 the con* 
Btrucliou of the Simla Canal, and there they were employed mostly in their nparo 
hours. 

Ik) agricultural labourers chietly go or the tenants also? — Actually the tenanta 
themselves do not go, but sometimes, in the case big families when there are adult 
membt'rs, they go in for this 8t»rt of factory labour. 

Have you lu^t come across industries like band-spinning, basket making, ro|>e- 
making and bumboo-work, in the villages? — Not as an industry. 

The Chairman '. They make tlieni f<»r (heir own needs ? - Voa. 

Hai Ihihadtir Hahn Mohan fjoi : Have you come across {/ar-making? — On a small 
scale in one of the estates. 

You .«a) : ■ Jiong-}HTif><l advances are only available on land sivuirity witli transler 

of jvissession. Simpb' mortgages, as a rule, covenant for (he repayment of rnom'y on 
demand.’* My ex'jHrience is tluit it is not so. Have you come across any simple mort- 
gagi*s uhirli are for a term of years, namely, five, seven, ciglit or ten years, as tho 
case may l>e? — In one of the e.statcs under iny ehiirge tluTo are simple inortgagcs, but 
there is no instalment for paying interest or the principal amount. As soon ns the 
mortgage pcTun! matures money is demanded. 

As a lualtor of fact there jk a perio<l, whatever it may be? — 

Then payment is not on demand. 

Mr. Sah : What is the maximum jx'riod inenlioned in tlie mortgage deials ? — It 
may be two, three, or five years, etc. 

Then they do not wiTit for twelve years, but they derniind us H(K)n ns the jwitxl 
matures ? — Y^es, 

Baba Lakshmi Das : Y'ou say : “The mom yieiider class will oppose the raising of 
any capital for sm-h purjioses (nubsidiary induHtrics) rather Duin suhscribc for it. Tho 
landlords and temuils are montly out of funds.” What reasons have you got to make 
this statenvrnt? How do you know that the inoneylending cIukh will opj>os(^ the raising 
of this caj'ital? — Because it will he ti loss of interest to tluun. 

If extra Widustries are opened they <*an have extra invcHlment. I think they 
will help rather than oppose? — I fliought like that. 

Rat Bahadur Pandit 0. S. Vpadhtfa : Terliaps yon may be thinking of those money- 
lenders who themselves are running such business conceriiM? — Th;it was also in my mind. 

In that case there may be opjxmition to competition and iiot rjllierwuse? — Quite so. 

Hai Bahadur Bahu Mohan Lai : Y'«»u say that the finiim ial obligations rif (lov* 
emment cun only be safeguarded against In.sses by assigning to it a proportionate share 
of the land mortgage hank’s mortgages anil giving its cluirna prefereru’e over those of 
the other invest-ors or shareholders, Wliy »io you profvina that the, Oovernment ahould 
have preference over ordinary inventors? ' # 

Mr. Sah ; In case the Governrnent is given tlm pr(*ference, do vou tliink that a 
sufficient number of ordinary investors would be forthcoming? — Yen. 

Would not the purpr>«e Vje served if all mortgages iverc assigned to the Goveru- 

me.it Tnistee for debenture holders as well a- for its own numey that it invests? 

It should be. 

Rat Bahadur Bahu Mohan /,c: ; Why do you give preference to Government as 
against ordinary investorn? Do you think that it will be in the interest of the bank?— 
I cainnotr answer that. 
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Mr. Sah : If you give preference to the Government, would you limit the dividend 
or the profits in the case of Government to a certain percentage, that is, the Government 
will not get more than 5 or 6 per cent.? — The Government may get less as suggested. 

Bup|x>8ing there is a surplus and other shareholders are getting more, then the 
diiference will go to the reserve fund? — Yes. 

Hai Bahadur Babu Mohan Lai : You say that Uie proportion of the annual net 
yield of average quality land to its market value under normal conditions is approxi- 
mately 1 *. 15. That is not ordinarily the way in which the actual value of the land 
is calculated. It is on the profits of the land and not on the produce? — I have said 
that in the lx)dy of my note. 

You say that the pr^Kluce of the land will be taken instead of the profits of the 
land. The sugarcane may yield more than wheat or barley, though the land may be 
of similar quality? — Yes. 

Do you stick to the point that the value of the land is to be calculated by the 
pnxiuce, or have you changed your opinion that the profits of fiie land should govern 
the value? — The annual net profits; and it is also governed by the nature of the land, 
as also the nature of the tenants. There are often refractory or troublesome tenants. 

Mr. Sah : In your reply to question 4 of Part E you have given a method for 

ullowing occupancy tenants a better security — a right to mortgage their holdings. 

One of the methods is the one that you have suggested. Anotlier method is that the 
transfer of rights be legalized in the ease of land mortgage banks and co-operative 
societies, and not in the case of other creditors. Do you agree to this? — I think it may 
serve the purpose as well. 

You suggest there should be one land mortgage bank at the headquarters of 
each division with branches in districts. Do you think that there will be sufficient 
capable men, that is to say, would you be able to have a sufficient number of directors 
in each division? — A division has got as many as six or eight districts. 

Do you think that a sufficient number nf business heads and those who take 

interest in such matters will be available? — I should think so. 

Do you know that it would entail increased \\orking expenses? — In what way? 

Mr. Sah : If there is one land mortgage bank for the whole province, it will 
mean one bank and only one board of directors ; whereas if you have got ten land 
mortgage banks in ten divisions, you will have ten boards of directors and centra! 
banks, which will mean ten times more expenses. 

liai Bahadur Pandit G. S. Upadhya : I do not think the witness lias experience of 
I land mortgage bank. 

The Chairman : It is a very difficult subject, and I see tliat you have noted on it 
in your note. 

Jiai Bahadur Bahti Mohan Lai : It is only his opinion not based or# experience. 

The Witness : My service is only five years. 

Dr. Radhahamal Mukerjee : About land mortgage banks, none of us have any 
experience. 

Rai Bahadur Babu Mohan Lai : You sny in your note that <he transfer laws of 
different communities im^iose restrictions upon the title of mortgagors. Will you kindly 
let us know what these restrictions arc? — I have noted on it jn my supplementary written 
evidence — joint Hindu family and the dower debts of Muslims and other things. 

Aff. Sah : Do you think that each division will be able to contribute 15 to 30 
lakhs for land mortgage banks? — K they seriously mean to have a bank, they can. We 
have got a good number of landed proprietors and zamindars, and taluqdars especially 
in Oudh. 

Do you think that they will be able to contribuie when they themselves will be 
requiring loans? 

Rai Bahadur Babu Mohan Lai : I do not think the witness has any experience 
of this. 

(The Chairman thanked the witness who withdrew.) 
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Mr. DEBI SINGH BISEN, Special Manager, Coart of Wards, 

Gorakhpur. 

Replies io the questionnaire. 


I. — Aokjculixtral CKKDIT and (KRDIT facilitiks. 

Part .♦! . — Agricultural borrowing for purposes of production. 


Question a^riculturigt in CiDrakhinir diiiJtrict generally U»rro\VB from local 

nioneylendcrK and co-operative mx-jeties, and in hpeciul cases from Govornment. 

He borrows f<»r the purjxises mcuiioned below to the extent indicated against 

each — 


:or repayrnont of earlier debts 

paymcMit of accumulated interest 
marriage and other social functions 
famine and other kinds of distress 
{layrnetil of hind revenue or rent 
bcchI 

expenses of cniltivalion • ... 

litigation 

|>urchttse of idough or other cattle 

sinking of wells 

flubHisiencc 


r> per cent. 
‘2 

10 

1 

20 

10 

2 
15 
10 

2 

20 


Tlie proport [(Ml of dcbi is tX) per cent, from local moneylenders, 8 {Mjr cent, from 
socleticK, and 2 |)er cent, from the Government, 

Ninety five per cent. i>f llie debt is ipeurred in cash and 5 per cent, in kind. 

'J'hc loan whuh is given in cash is issued 05 per cent, for a long perK>d and 5 
|>cr cent, ir kind fnr a short |>eriod. 

Question 2. — I'or (asli advance.^ the rates of interest are 10 j>er cent., 25 per 
cent., d7i j>er c»‘nt. gemTally, and 75 [icr cent, rarely. 

l^'or loans in kind for seed, from one-fourth of the <'apital to Iialf of the capital (i.e., 
frciin 25 per cent, to 50 |)er cent ); ffir other h»aM« in kind, 25 pi-r renl. 

Interest is calculated Hix-montlily ; sometiines animal conifKMind interest is charged. 

I’he rates of irifcrcst are in iny o|}inioii exorbitant. 

Exsf hiding interest, presents are also given to iho inoneylendcrH aa, for example, 
gur, gifi, and wanoijs other articles of the kind. 

3. — No seeurity is given in the <‘a^e of borrowing for agricultural purjKisea. 

It i.s true that the better the title to land the greater the anunint of indehtedncBS. 

The com|>arative indchtedncHs of landlords is 00 fx*r cerft., occujiancy tenants 00 
per cent,, and non-<Jccupancv tenants 10 fxrr cent. 

Land luorlgagc dt;ht is increasing, nn«ccure<l debt decreasing — secured debt being 
90 per cent, and unsecured 10 }x*r cent. 

Question 1. — I>ebt is realized from agriculturists by pressing demands and through 
law courts. 

At the time the cultivator borrows grain it is given at less than the market rate, 
and at the time of colhxthm it is taken in excess of the prevailing rate. There is no 
means by which cultivators can ascertain the prevailing rate in the market from time 
to time. 

Question 5. — The cultivator does not take full advantage of the facilities provided 
bv the Agriculturists I^jans Act and the Land Improvement Act on account of hia 
illiteracy. 

He borrows up to dxible vf the amount of taqavi in abnormal years to that la 
ordinary years. 

The defects in the present taqaei system are that the agriculturist docs not get 
the advance in time and to the extent of his requirements. To improve it, the advantages 
of taqavi should be explained to the cultivator, tli*? methods of distribution of taqavi 
Mk. Dksi SmoB Bx&en. 
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iiholild be einipiified and the patwari ahould hive no band in the matter. The distribnting 
oibrer should peraonally ascertain the status as well as the full requirements of the 
applicants on the spot and distribute it there. 

Question 7. — The causes of the defects in the present system of agricultural bor- 
rowing are: — (a) The charging of couif)ound interest; (it) illegal charges, and {Hi) pover- 
ty. The remedies proposed are reduction in interest, introduction of co-operative societies 
and teaching of the ways of how to be thrifty. 

Part B. -^Agricultural borrowing Jor purposes of marketing. 

Question 1. — Generally the bania of the village buys the grain from the agriculturist, 
and fiouietiiiies the latter himself takes the corn in carts or in some otlier way to the 
loctal markets and sells it there. 

Crops used for domestic purposes are not brought to the market at once, but those 
which are not used for domestic consumption are sold either in the market or through the 
bania. 

Question 2. — Generally, the marketing of crops is financed by the grain merchants 
who charge interest at 6 per cent., 9 per cent, in general and Hometimes 12 per cent. 
The bank and e.vfKirting firms lend no money for these purposcp. There are co-operative 
societies in this district, but they do not assist by lending money for ilie puryxise either. 
In my opinion if the societies are working proj^rly and have sufficient capital of their 

own there will be no harm if they take this up. 

Question 3. — In the case of marketing his crop the cultivator ordinarily pays the 
commiHsiim agent half to lliree-fourths per cent, and the broker three-eighths per cent, 
brokerage. 

These diarges vary with different crops. 

There are other incidental charges as zamindari, gaushnla, weighman's charges, 

etc. 

Question 4. — The cultivakir generally store.s his grain in houses, covered with 

hhusa and in long earthen jars. The better method is to keep the corn in bags and then 
cover it with hhusa. 

In markets grain is kept; in sacks. No other metliod seems more suitable. 

Question 7. — Cultivators do not combine together to market particular crops. 

Combination seems desirable in the case of sugarcane. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — In this district nearly 60 per cent, of the agriculturists are heavily 
indebted. The debt amounts to nearly Rs 20,000 in village Gambhirpur. 

Sixty per cent, of the debt is covered by registered instruments, and 40 per cent. 
Bccured on unregistered doc'ument.s. 

Question 2. — Generally the agriculturists borrow' from professional moneylenders, 
grain dealers and from co-operative societies. 

'I’he richer ngricultuiist lends 5 per cent, to the poorer. 

Ninety per cent, is borrowed from local mahajans, 8 per cent, from co-operative 
societies, and 2 per cent, from Government. 

Question 8. — As tlie result of the enforced payment of debt, land and the rights in 
land are jiassing in a marked degiee into the hands of creditors wdio are not them- 
selves efficient farmers. 

As this prewess is going on, it causes the cultivator to produce less or less efficiently. 

Question 4. — Sixty-five ]:>er cent, of the landowners are indebted. 

Question 5, — They have got no managing capacity; they spend much in litigation* 
and their expenditure is tix) high in marriages and such other ceremonies. 

Twenty-five per cent, of their debts are due to their living beyond their means, 45 
per cent, to litigation and 30 per cent, to mismanagement. 

Question 6. — The land owning classes have to pay from 6J per cent, to 25 per 
cent, interest per annum. 
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XSunshi RIAZ MUHAMMAD KHAN, Special Manager, Govt of 

Wards, Kurwar, Sultanpur. 

to the quMlionnAiM. 


1 — Atfiuci LTi KAi. cai DiT A.M) cHi.DiT 1 ii.rni^s. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1 . — The. chief crt^dilora <£ the agriculturist in this iliHiiiit, iinU probably 
in other nets of Oiidli, arc the village money Iciuiera, Hwondly, the co-ojaTutive HiK’ietios, 
iiioi, ihirdh , tlie Govcrnmcul. in thu wostt-rn districts of the Uniteti l^rovincca the 
Aiioueyienders are mostly bannw. In this district and probably in (^udli tho m 'Dcyl mdwfl 
jjre iiiovstiv Hrahnians and, in a lesser dt‘grtM-, Thaknrs. Moneylenders from outside the 
jtrovinco of (.)udh are also to ho found iti some places. They aro generally Tunjabis 
^vho lend !i)on(*v m casli and uIm* supply cloth on short -Uvrin credit. INniple from other 

classes also h ru) nuuii^y. but their niiinbcr is so small that it may b<‘ calhsi m'gligible. 

As a general rule l»orro\ving takes place mostly lor tho t'oslly rabi scimIh, agricul- 
inral mij)l»‘ni<*nts and luule. and, m abnormal years, with seureity or famine, also for aub 
si-Uincc and agru viitural labour. AftiT lliiH coinoii* litigation, spcciully in p'aceH wh 're 
the cultivated area is not adequate to siip[»ort the population. Thm district in no inatanee. 
Jiorrow ing for ir.arriages and otiier K<M*iai fuimtudis and fi»r f)thcr objeets arc also to bo 
found but not in the .same degree an for tbc objt'd.s .speeially mentioned above. Bevonty- 

five per eent. of tbe debiors l>orrow for seed, (altlo and agrieuUunil impleiTnuits. 

Kiglity pi‘r cent, of the dc}»t(irs go to (he villagt* moneylendi'r, ami of th(5 rest 
10 per cent, to liovernment, and 10 per eent. tri co-operative smdeties. 

Of the total debt incurred by the agriculturist TiO per eent. is in (he form of grain 
find 50 per cent, in cash. 

The l.ains for seed are gem'rali\ on short term credit, t.r., it is realiHod at the 

end of each tasl every >oar. Its percentage is about 50 per cent, im I have said before. 
Debts for cattle and otber i bjeefs is generally on long teniiB. 

Ques tiofi *2. — llak's of interest for cuah advances vary greatly in eaeh locality accord- 
ing to On stssjniie.s given. }'.<»rrn\\<>rs with ]»ormanen( inl('iest in (and and big tenants 

with siidhi'Mi property in cattle, etc., liorinw at 12 per end. Those witliout any Biich 
ifje.cns havr i<t pay as much um 25 (K?r cent, to 37^ per cent, per annum. 

Ltfans in kind. — Kepuvment giuicrnlly takes the form of fiairai. that is to pay, an 
inneaso of 25 pT cent, on the qiia'dity o!* grain borrowe l. The c loans are h iwevcr 
on .short-term eredd.s, i.e. for six montliH <.nly. 

Otber loans in kind arc to be found only rarely. 

Compound in t rest is generally charged, that in to say, on long-term credit after 

tme year and on ^hort term rrcdil aftir six months. 

Tn niv opinion ihe rates of interest are gonernllv I'XOTbjta.il , 

The incidental cliarges are — 

(i) CoRt of f-tarnp, which includes a certain extra ctist paid to (he stamp vendor, 

t.c., at lea«t from one to an-^cs ‘2 in a rupee be.sides the nefuft] cost 

of stamp. 

(ii) l «e to (]i»‘ .scrilie, which means half of the cost of (he fitainp pnper used, 

(iii) Hrgistration fee at the prescribf*d rate and also the unpreacrihed fee to the 

registration office f>ef>ple. This is usually equal to the cost of the sfamp. 
Very few registration officefl. it is regretted, ran claim a deparlure from 
this eustom, and if any particiilars are required in connexion with hyjiothe* 
cation of the land, Ihe patwari also comes in for hi« own sliarc. Tn repay- 
ment of tVic hnns in kind the VK»rrower is also mulcted into paying a IHtla 
more by misweighment. He lias also to pay for the travelling expenses of 
himself aivl otiu ? concerned in the transiiidion. My idea is that a bor* 
rower of tlic agricuiturist classes of R«. 100 actually gets R«. 80. 

QuenUon 3. — The usual forms of security for agricultiirai loans are pawning of 
ornaments, mortgage of raoveahle pror>erty, siicb as cows, biiifaloes, standing crops, and 
<2and mortgage which is usually in the form of sobletting the land for a certain period. 
MrxsBi Ruf. MuHAywAD Rtiax. 
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It w(uild be mare correct to Bay that petty laud- holders are more heavily indebted 
than the big occupancy tenants. Hmal! occupancy tenants, however, stand on a par 
with the petty land holders in tins resiject. 

Of the petty land-hoidcrs, which include pcrs<jns paying Ks. lOJ or so as laud 
revenue, 75 per cent, are indebied, while the extent of indebtedness ol those land-holders, 
wlio do not cultivate the land t lieinsclvcs is even more. 

Of the iand-holders \vh<» pay more than Us. 100 and less than Ks. GOO, 50 per cent, 
can be said to he in debt. Amongst the land-hohicrs who pay above Rs. 2,000 land 
revenue, and whicii may he called the middle class in this country, there is a certain 
amount of immunity from debts. Big tenants with periuaneni interests are also, like the 
middle class of land-holders, free fruin debt. Of the tenants without permanent interests, 
or occupamy lenantd with small areas, 75 [kt cent, arc in debt. 

On the whole the deV»ts on land mortgages, whether of landlords (^r tenants, are, 
I believe, increasing. 

Question 4. — 7'hc usual methods of enforcing payment of debts from agriciiliiirists 
are (i) pawning of ornaiueuts, (ii) taking of ghee at a rate higher than tlie market rate, 
(iii) sub leases of land, (iv) taking of crops, tvi sale <»f cattle, and, if all these methods 
fail, (vi) sale of inaterial of houses in execiitivui of decrees. 

For the ascertainment of tlie prevailing market rates the cultivator is very often 
left to the mercy of the grain dealers who sfiply arbitrary rates. 

Question 5. — Tlie greed of the low-jiaid oGicials, from the paltrari to tlie tahsil 
olfieials, often stands in the way of the cultivator taking fiili advantage of the facilities 
provided by the Agricultural Jjoans Act and the Rand Improvement Act. 

Very often alhjtmcnts under these lieads arc not adequate and cannot meet tlie 
full demand. 

In almorinal years, /.e., with ngricullurai distress, the cultivator )>orrows nrnre 
faqavi than in ordinary years, I think there is an increase of 20 j)cr eint. (f borrowers 
of iaqavi in abnormal years. 

The di‘feets in (lie pr(‘Se-nt iaqavi system are that it entails disprojiortionate cost 
to the liorrower in tlie form of travelling ('xpenses, tips to low-paid olTicials, including 
that {laid at (lie time of realisation, and also tlie rigorous cnforceinent of the payment 
of the debt. 

The establishment of agricultural banks would ini]>rovc the system. 

Question G. — I do not think any combination exists amongst cultivators, to sow a 
particular crop. It would however be better if the Agricultural and the Co-operative 
departmentfl direct the sowing of a particular crop in a particular village, '^uth regard 
to soil and the best inurket values obtainable at the time, and the demand for that 
crop. 

Question 7. — rractically , there is no system for agricultural borrowing. Age-long 
social customs and coiiservatism and want of eilucation are responsible for the present 
conditions. Education and the estahlishnient of agrieulturai banks w’iiliin easy reach 
are suggested as remedies. These banks or societies should help the tenant with loans, 
suggest the crops w’hich pay most, and should generally act as an agent in getting 
the best value for the crops by selling them at a time and place most advantageous to 
the grower. 


Part B. — Agricultural harrowing for purposes of marketing. 

Question 1. — The staple crops in this district are wheat and paddy. Small cultiva- 
tors sell their produce to the larger ones or to itinerant hanias, and the latter bring 
it to the market or mandis by whatever the available means of transport. 

Crops which form the staple food of the ]X)pnlat’on are also sold in retail in 
village markets, while tlie surplus goes to the mandis through the bayxias or the money- 
lenders, who also include large tenants. The latter sell it to the arh alias and the whole' 
sale grain naerchants. 

Question S.—Generally, the custom of lending money in advance for marketing of 
crop does not exist in this district; probably it is to be found in the western di8tri::ta 
of the United Provinces with their large grain mandis. 

As far as I am aware the co-operative societies in this dist»*ict do not assist ii> 
marketing crops either by lending money or otherwise, I think they should. 

Munshi Ria7. Muhammad Khan. 
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Qufstion 3 —The local moneylendors make a middiemaa’a pndit by buyiag at a 
cboaper rate and alst) tjomelhing by misweighuieiil. 

The arhatiaji usually luako tlie following cliarges ; — 

(fl) Weighing dues, {h) a fciuall fraction tailed muthi for the \Mitchnian of the 
market, (r) a siiniiar mutht in the name of a kK’al ttiupU i>r deity, (d) 
soiueihmg is tlinlucted for charities. 

Ail tliosc charges are made by the arhatiaa tluMiiselves and disiK>sod of in the 
ixiaimer they like 

Brokers ai\ not generally haind m this district. 

The \tl)oIes:ilc gram merchants make the same charges as the arhatms. 

Cotton is not prtxluccd here. Wheat and Bugarcane are treated almost similarly. 

Other extra charges are in the form of lime and Inlhuir sjHjnt in taking the crops 
to the mandifi till tlie time llie i>rice is rocoived ; also {Xirliaps something for tmting. 

Quest ton 1. — Small tenuni.s have little or no surplus. Their priMlucc generally finda 
quick disjK»saI iti paying off tiieir rents ami c>iher debts previousiN incurred. I^iiirge 
tenants generally store ilieir finxlucc and purchases by part dinning nff u iKiriion cf a 
nxiiii of their lnnisr‘s by nieaiiH of taftis, a.s a |»rotcclion from the ravages of rats and other 
insects, arul is put on the t<kp. In places \\herc imuslure is to be huind ai great 

deptlis, klinftK arc made l>y scTKjping out earth. W Ihtc moislnre does not |KM‘mit this,. 
dehris or kurtlmi.s (eartli«*n bins) serve the pur|Hise of grain liins. ! consider ilie latter 
to i*e ;t b tter f<»rin of storage,- others are to l»r <‘f*ndemned <in sand ary groimda. It. 
would l*e letter if eooperaf ivc societies umiertake the im[>n)Vrmeni of tlu‘ means of 
storage, ])rt tei.ildy by j^rovuldig gram bins made id eorriigated mm sheets, with pro[>er 
Itx'king arraiigi*niont.s against rava^^es by men and insects. 

In market grain is generally stor(Mi in kIiihIk i^r kothri. 'The systi in is as insanitary 
as it- is wustrdul. In fact these markits often bmum* nusliums in spreading infectious 
diseases. As such ( Wituld personally like to put a ban on tli<*He markets in all urban 
areas. Tlieir ]»ro}H*r [dines are outside tin* t»n\n and no person sboubl lie allowed to 
open a inarkit without a liconci*. One of the condilioim of the licenee sfiould be the 
cr(H'ti(iin of jirojur grain bins at suitable placis, wbith can elTectiially Kto[) rrds and* 
insects from finding entrance into them. 

Quefifton 5. — I’nlila* tlie western dmiriets, smli as lf»«‘ tnnudts m MaUdas, Chan* 
dausi, Hapur, eti ., etc., the sysliun id siauring (retlil on grain stoital in khattifi and 
gotlowns iiocH not exist in this district. 

Question b. — ’riie sy.stem introduced in America in 11)10 for licensed warehouses 
will, T tliink, solve the pndil* in of the disfwjsal of agricullunil pnxiuce in India, provided, 
of eiMirse, it is run in tin* spirit, ami warchouseH are no) monopolised by ruu’ class of 
poopb*. Suflieieni [irox ision e 111 fiave to be made in Ibe law against the wareleMiHCinen 
going t** ins<dven< v eniirts for a deelarati(»n of bankruj«tcv. I ’nlesH v* r v si ru t incaHiin s 
are ado[*le<1, the class of peojjle known a.^ yunhnjauM in India will m.ike every a) tempt 
to make the niovcrnont a failure Viecaiise it incHns robbing them of Ibeir profi'ssioiml 

proiMTty. 

Question 7. — To mv know'le<Ige no combination of cullivators exists in this district 
or fdsrwhere. Such a combination is, however, desirable, and this is fxissible if there is 
a reliable agency to do tlio business for them such as a cooperative scKuety or agricul- 
tural bank. 

Question — The system of wiighment prevailing here has been described aV>ovc. 

It can be said to be anything but satisfocterv. W'eighment emplovixl should never 

be the creatures of the ar/nifiav or grain merchants. In all mandis or bazars 

there should be licensed weighing depAts, which can also store grain if so d«isircMl by the 
growers. 

Part C, — Ejctenf and nature of afjrintliural indebt edriess . 

Question 1.— In my opinio 75 per cent, of the tenantry is in debt in one form ot 
the other. 

^estion 2. — ^The principal creditors of the agricultural classes arc — 

Firstly, professional moneylenders fsuch as large tenants and solvent zamindars)^ 
After them come Government and co-operative banks and societies. 

MuNsrii Riaz Mohammad Khan. 
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Of the iiwlebted agriculturists 70 per cent, in the taluqdari villages go to the 
j-ieher agricultiiristB for their loans. Out of the remaining 80, 5 per cent, go to Govern- 
ijieiit, and a similar number to co-ofx^alive societies, and the rest, to professional money- 
lenders. In noU’taluqdari villages 1 think 25 per cent, go to the sMlvent iniddJeclass 
zamindardf 50 {)er cent, to professional moneylenders, and 25 per cent, to Government, 
co-of>erative societies and banks. 

Question S. — 1 think that as the result of the enforcetl payment of debt, land and 
the rights in land are passing in a marked <iegree from the possession of people who 
are efficient fanners into the hands of creditors \vhf» are not themselves etheient farmers. 
Ah I have said elsewhere, the bulk of the creditors in the dislnct are the Brahmans who 
consider it below their dignity to touch the plough. Most!} they do the cultivation with 
the help of low caste pcy)()le, most of whom are eitlier in debt to them or who hold the 
land from them in one form or the other. 

It is really u pily that Ihe real cultivator who docs the spade work Ims to suffer 
in the present conditions. The instability of his tenure nuist naturally lead to deteriora- 
tion of the land and produce. 

Question 4. — The small zamindars , Iik<‘ small ngriculturisis, arc mostly in debt. 
As I have said cdsew'ljere iniddicclass zamindars wd)o pay Ks, 1,000 or niore Govern- 
irient revenue can claim a cc’rtain amount of freedom from debt. Even tliis class of 
.people w'hose sole income is from rent cannot keep out of del>t for n long time unless 
tluy Bupplemeiit ttieir iiHuauc from some, other s<»nrces such as s<‘rviri’. grain dealing, 
tuoncyleiiding and other professions. 

Question 5. — In my opinion the following are the <‘ontrihutorv causes of the in- 
debtedness of these classes : — 

(i) Litigation, for which I hold tlie present .syntiin (»f law ami courts to be 

responsible. 

(ii) Tlie gradual but steady rise in standard of living without a corresponding in- 

creasi* in income. 

(iii) The want of cmjdoyment for <‘ducatcd middle(dass pc‘o|>le. 

(iv) iVohibitive and un|)ro(lucf ive (duealional cNpenses. 

(v) Want of trade on ilu' co-operative system in whicli middledass peojde can 
profitably invc.sj, their surplus im^ney. 

(vi) Wasteful social cirstoins are also to a slight degree responsible for this in- 
debtedness. 

Suitable, want of eniploymeni for the middleclass is, I tliink, mainly responsible 
for the indebtedness. If conditions do not change, the time is not very far off when 
there will bo no iniddhudass amongst land ovAmers in the r(‘al senso. 

Qursfion 0. — Tlie eliarges for the zamindars in connection with these loans are 
almost thn same .as have l)een di'scrihed in the ease of enltivators. 


Part D. Credit facilities in respect of agricultural production and marketing. 

Question 1. — As far as I am aware, tlie Government lends money for taqavi for 
seed, bullocks and digging wells. T believe the Imperial Bank of India plays little or 
no part directly in providing agricultural credit. The same remarks apply to the present 
joint-stock banks. 

Co-operative banks lend money to the agriculturist, but indigenous bankers and 
professional moneylenders have a prominent part in providing agricultural credit. 

Other organisations, such as companies trading in fertilizers and agricultural imple- 
ments, have very little to do directly with agricultural credit generally. Probably, farms 
run on modem lines have some direct dealings with such companies. 

I think that the existing credit facilities are not adequate. Co-operative and agri- 
i'ultural banks witliin easy roach are suggested as remedies. Such banks should le 
established in selected circles and should be managed solely in the interests of the agri- 
cultural claet^es. 

Properly speaking there is no system of agricultural credit, except the system of 
credit by Government and co-operative societies. Agricultural banks, on co-operative 
lines, aa suggested above, should be established. The Government should pay the 
balance, if the fixjed capital is not or cannot be realised from the sale of shares. These 
Mttnshi Ruz Mithammad Khan. 
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l»anks abould lend luonoy to the a<jricuituri«t ut ea^y r«te« of intoroaU They should 
Also purchase or take their produce and sell it U) the beat advantage of the agriculturist. 
In short, they should do all they can to save agriculturists from being lU'oced by usurious 

Question 3. — There is some co ordination between the various ageunes, for instance, 
*Goveriniient and the banks, grain uierchants and moneylenders. 

I think there is 8<^>pe for unprovemcnt in this dJiit'tion, B^nxially amongst the 
-co-operative banks rikI the agriculturist. 

Part E. — Land mortgmja huwk.v. 

QiiCi^tion 1. — Ijf>ans can ho obtained from ii ion ev lenders for long peiimis — 

01 ) By landlords for several years according to the ainuiiiit of dohi rerjuired, the 
rate of interest and tlio value of proiH*rty <»ffer<‘d as se<’tjrity, and from the (lovernmont 
onder tlie Jjand lmi>rovement Act. 

(^) By tenants acc(»rding to the extent of moveable pro|>crty. The loans in thU 
v-asc art' gcncrully for a shorter period than the h^ans advanced U^ landlords. 

V’ifty per cent, of petty and middleclass liimllordK, 1 htilieve, go to the money- 
lenders. Of the reinannng oit |ht cent., 10 per ctait. borrow fn>m amongst their more 
prosperotis j>e<plo or big iantMi(dd. rs and bu.unessiucn, while tl»o big land holders and 
the talugdar.K which, I i>elieve. rcprf’sont 10 per fftjl the land owning class, in ease 

-of neccssitv bormw money from hanks. (>f the tmants HO per (’ont. borrow from 
profcHsionjil inuncylendv i s, large tenants and v<‘Ty fcs\ from cooperative banks or similar 
agencies. 

Question ‘2. — l^mg period advasues are gem rally made on the security of hind with 
proprietary or olbcr transferable rights. 

’'.riu* mam ditViculty for the long-{H*ri<Kl borrower is the high rale (d inlerest and, 
t<t a ccrJaiii extent, the cost of st'curmg the debt, such as bigli Htam|>-duty, etc. 

Quesfwti o. — Non-lraijsferubility in the case of tenants docs act as an impediment 
to long- term credit, 

Qu(”iifon 4, — Occiijmiicy right is a better security fhrm ntui (K‘i-uj»aiiey tight, hut 
cannot be said to be adequat#?. * 

In tlie present eonditions, any modihc.uion ^-f the law with llie object of inereaae- 
ing tlu! value of socurily for long lerui advances on agr umltural leases, will be pro- 
jiidieial to the intcrosts the land bol<ler.s who have ho much capital invested in the country, 
I think any further inoditicat i<>ns in the law in the int’crest of the tonanta will be 
rightly resented by tlie hind-owniug classes; it would bo much better to do away with the 
land-ow ing classes by paUng thorn (.ft at a proper rate of eomp.'n.yalion, but it would 
he unjlJ^t to n»<bi.:'e their rights in the inlere.sts of lenunls withf)Ut nny adequate com- 
jjenaation. 

o.- ] iliink the csiablishment of land mortgage hanlts the linos a-dopted 

in America would go far in solving the pnihlein id long-terin advances in this firovincc. 

Question C. — The taink should ho (jrganised «tn tlie lines adopted in Arneri«|a. 

Then should bo one bank f<»r farmers and small land-owm^rs wlc) do farming, 
.and another for big land-owners U.e., 2 amtndars and iaiuqdttrs). 

T think tbero ia no objection to theri being some co-operation between the two 
hanks, but their liahiiities must always remain Bcparate. 

Land mortgage banks Rhould have a capital of tlieir own, hut to ensure, confidence 
in the public, there should he a government guarantee hv supplementing the capital to 
the extent of at least 25 jxr c<'nt. 

The filiarc capital should b<>; available far subscript ion to the land -owning claasoR 

only, 

Not only should the Government undertake the obligation of suhacribing the 

halance if the share capital is not taken up by the public, by way of aid, hut also to 

restore the confidence of tlie ^ ddic so badly shaken by the failure of such banka or 
institutions in the recent past. 

• 

The management of such a bank, its directorate, the rights and votes of share- 
lioldera, etc., should be similar to those adopted in America, with of course the changes 
tieeeesary to the present conditions of the country. 

Mukshi Kjaz Khan. 
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The maxiiniiiii period of the loan advanced by a land mortgage bank should, I 

think, be for riO years. The bank should have a margin of 10 years* profit in com- 
muting the value of the land. 

Land mortgage banks Hhoiild obtain the working capital from all the heada 
mentioned in the question, i.e., deposits, debentures and a central institution. 

The debentures should have a government gurantee Ixuli for the principal and 
the interest. 

If debentures are not taken lap by the public within a certain time. Government 
Bhould take up the balance. 

If the (lovernrnent undertake any financial obligation, it sbould be safeguarded 

against loss in the same manner as other creditors’ interests are safeguarded against 

loss. 

I think all the five arrange nients suggested in clause (i) of the question are nc*ccs- 
sary in the interestH of the jiroper working of tlu* hank. 

It is not necessary that [provincial land mortgage hanks should he co-ordinated 
under an all-India central institutioii, but if it is so eo-ur(linat«“d it should he done in a 

way that the fuUest autonomy is secured to provincial institutions. 

Question 7. — ']’hcre sliould he no difficulty in fixing a standard for each h^cnlity or 
each district for calculuting the value of land, ^'he annual profits should form the )>asis 

for such calculation. Ordinanly, in the present cireiirnstanees tlie value is thirty times 

the [uofits of the land. The hank should have a margin of 10 years* profit and should 
calculate ‘20 times the profit of the land. 

The Value is caleiilated on tlic annual [profits of the land. The annual profits 
furnish the value of the land in each case. 

Hates of grain arc, I think, the chief factors in determining the value of the 

land. 

IVople get belter [prices in sales of land by private negotiation than in sales by 
Government auction for non-[>uyinent of revenue or in cxecutifpn of decrees. The chief 

cause for tlie diflerenee is that in one ease the sales are made bv the owner himself 
and in tlie otlu'r it is made by fithers. Moreover, tlie vmidees in tlio first Iavo cases 

have eonipn rat ively little opportunity to make inquiries regarding the owner’s title and 
the [previi'us eircumstnnees, etc. Besides this there are so many incidental charges 
(legal and illegal) that the owner cannot get as inuelp as he can from sale bv privatt? 
negotiation. 

Tinder normal conditions the average annual not profits of land is between 3 to 
per cent, on the capital. 

Part C. — Small industries allied to agriculture. 

Question l.-Tn my knowledge the following subsidiary industries allied to agri- 
culture exist in this district : — 

Gar-making, sugar-refining on a small scale, and growing of tobacco and vegetables 
in certain places. 

Among the fruits the chief crops are mango and rnahica. Other industries do 
not exist or exist on a small scale. 

Question. 2. — These industries are being carried on on a very old system, if it can 
bo eallod a system at all. Tlpey can be developed by the introdtiction of noAv varieties 
BUch as good inarpgo grafts, liohis, and other fruits for which the soil is congenial, and, 
if the produce can be sold at Lucknow’ or FyzaVpad and such other places, the producer 
can get much better prices. For this purpose co-operative societies should be formed 
to act as agencies. 

Question 3. —-Orchards and spinning, poultry-farming, cattle-breeding and dairying 
are suggested as indiistrie.s to be attended to in spare or off-season times. 

Working capital may he secured on co-operative lines wdth Government aid to be 
given lill a suitable time. The latter may be withdrawn gradually as the people have 
learnt to stanjl on their own legs, 

* Part J . — Internal remittance and negotiable instruments. 

l.-^Hundis and drafts on banks are the only available facilities to the 
p internal remiittance. Hundis, however, are not in vogue in this district, pre- 

sninably because there are no reliable agencies. 
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EsUblisbmeot of indliislnal banks in each district with its ramifications in tho 
anufassil would, I believe, solve the question to a great extent. 

(Question 3. — Supply bills may be useful m lug centres. 

♦Issue of cash certilficates on a larger scale and tlie reduction in the cost of supply 
l>ill8 and money orders are suggesteil as remedies. 

Question 4. — The use of bills of exchange could be extended by a reduction of duty. 

Question 5. — I believe that the extension, choajHuiing and improvement of Tost 
Office agciuy for handling internal nuinttanees are useful suggestions. 

Question fi. — So far as 1 am aware hundis are not used in this district in any 
noticcalde degree. 

Question 7. — So far aa I am aware money can Ih^ hornnvtxl on the s^eurity of railway 
receipts and invoices, etc., only in places which are inule centres such as Cawnjwire, 
“Chandausi, Hathras, etc., but this cannot he done in all plH(.'*‘s. Tliese instruments arc 
aci*epted *>nly hen presented by reliable agencies. Frauds by individuals are tlic (‘hief 
difficulties in their acceptance* genT*rany. The remedy against those frauds mainly lies in 
the hands of the Bailway department. If lliey are prepared to verify the reipiiaite 
information free c*f c‘Ost the sj’stem will, I think, Ih' popularised. 

T r. — I sntr , iNofs man k ! N(; . 

/I . — Organisation of indigenous hanking. 

Question 1, — Of the indigenous bankers there are only moneylenders who advance 
nutney to the agriculturists only. Gem rally these persons do oOicr ViusineBs besided 
nionevlending. 

Questiun ‘2. — Agricullure is mainly financed by indigenous bankers. In trade indi- 
genou.s bankers also play a part but not to the same extent as in agriculture. In indus- 
try Ibey mostly make middlemen’s profits. 

Question 3, — I estimate (bat an indigenous banker, having den lings with ngricul- 
turists, baa a net return of IH to 20 per cent, on Ins capital. The net return of a banker 
dealing witli the trade is CHtiinaliHl between 12 to 15 per cent,, and in indii.stry frfun 
10 to 12 per ceiff. 

Question 4. — There may be rikIi finaneial hoijKCH in big trade centres in this prov- 
inre like Cawnpore but m>t elsewh«*re. None exiata in this dialriet. The absence i«i 
1 believe, an indication of the general depression in trade. 

C. — Advances by indigenous bankers. 

Qu^csiion 1, — IndigV’nous bankcrH in this district give loans in the following 
methods : — 

(i) rronole.s, 

(iij I’aw’ning of ornaments, and 

(lii) Small loans to agriculturists having constant dealings with them, are given 
without any bond or pronote. S(»motimes blank stamp-papers arc taken and returned 
when the debts are discharged. Thus one stamp-pajier is often used more than once to 
-evade the duties. 

Securities differ greatly, that is to say, from {>crsonal security to the hypothecation 
of property. 

Rates of interest vary from 12 to 25 per cent. 

Question 2. — ^In money the rates of interest vary from 16 to 25 per cent. 

In kind generally the sawai system is adopted. 

Kstablishment of agricultural and industrial banks will, I think,* force indigenous 
hankers to reduce the present rates of interest. 

The interception of the l>enefit by the village moneylenders tvouH depend on tlio 
methods adopted by the industu 1 or %gricultoral banks stiggested to W established. 

Question 3. — ^No special facilities aro given to clients to inspect their accounts; 
on the other hand, all possible obstacles are placed in their way. 
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G . — Comolidation of indigenous banks. 

Question 1. — I think it ia poseible to consolidate and improve the indigenoua* 
banking system on the lines adopt’d in Germany,* as described Jii the nr ie appended 
to the questionnaire. It is, however, doubtful if such a measure will prove servll:^abl& 
to the community so long as the present lot of indigenous bankers become chief controller 
of the banks and also its partner. To my mind it appears that the adoption of this 
system will only tend to create a monopoly which will eventually bo more harmful U> 
the country by tho elimination of eomjHJtition. 

Question 2. — IridigenouH bankers would secure an increased clientele if they were 
recognized by Government. 

The condition of such recognition should essentially be (1) granting of loans om 
prescribed rate of interest, (2) presentation of annual accounts and balancte sheet, 
(8) adequate representation of all classes of people. The appointment of staff should be 
subject to the control of the Government, liie Government sliould also be a partner at 
least till the time the banks are established v/.n firm ground. 

Question 3. — The measures mentioned above will not be palalahle to the usurious 
village mahajons — especially at the commencement. 

Question — I think the indigenous hanking system has no connection, at least 
directly, wdth tlic principal markets witliin or without tlie province, except in so far 
that the large dealers in trade or trade agents get fheir money from the pnn<'ipal money 
inarktlH. I think such a connection is jx)ssible as well as desirable under the first 
thi'eij of ih-^ ihiMu ds deM;iihed in tiie question. The fouirh is ti be conduin cd :'s unding 
to create a monoptjy. 

My main oliject in adopting ti\e first twd proposals is to introduce a liealtliy com- 
petition and tliereby save ihe agrieulturists and the artisans from being fli'cced by indi- 
genous bankers. 

Indigenous hanking at present is being carried on mainly liy people wlio have 
little or no moral ('ducation, and can be done in a nouli better wav by educated people. 

I do not think there is any danger in doing away with their knowledge and experitmee. 

With the* Goverrmient’s share and control the depositing public will, I believe, 
have gWMifer confidence in tho new joint-stock bank than in illiterate mahajans of 
doubtful integrity. 

It should be made a condition of their charter that these banks will have to invest 
as much of tlieir capital in the locality, or at least a certain percentjKge of it, as is 
necessary in that locality. 

I think a joint-stock bank in the forms suggested wdll be able to attract enough 
business to make its cstablislmient profitable. 

It is desirable, tliough not essential, that a Central Tleservo Bank be established to 
creafc<? the bond of connexion betw^ecn all the elements of the banking system. It wilt 
be better to link indigenous banks directly with the Central Reserve Bank. ■ 

H . — Defects in statutory and customary lau^ regarding recovery of debts. 

Question 1. — I agree wdtli the statement made. 

The chief difficulties are — 

(i) The corruption of the subordinate staff of the courts. The crt*ditor, even if lie- 
iincoeeds in realising the decree passed by the court in his favour, cannot possibly recover 
all he has actually spent on the litigation. He has at least to lose 20 per cent, of the 
money spt'nt by him excluding tlie amount of the decree. 

(ii) The courts stick t(X» much to the technicalities of the law to think of justice 
to ihe crtditor.s. The first attempt of the court is to dispose of the case on the ground 
of a technical error in the plaint, even if it is within the rourCs powder to rectify the 
error, 33ie judicial discretion given to the court.s is not exercised very often. 

(iii) The processes for recovery are so dilatory that crerWIors often get disgusted. 

(iv) The original courts are not within easy reach of creditors living in the country. 

In some cas^' 1 ^ the expenses of the journey necessary for attendance jn courts on each 
date are prohi'i>itive. 

(v) Tdtigation is generally considered to be very costly, even if the illegal expenses* 
are left out of consideration. 
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(vi) The greatest tiifficulliesi ex[^>eneucc<i by a ciediior mme wiih the execution of 
decrees, 'which is mainiy in the hands of a corrupt subordinate staff. One can imagine 
these difficulties when one knows tliat a chaprasi in Oudh is entrusted with the exeentiba 
prooeedings. 

The courts should be held in a centra! place withm their jurisdiction, so that 
they may be within easy reach of the parties. 

The law and the courts chargid with its administration should not sacrifice justice 
to mere teciinicalities. As swn as the decree is passed in favour of the plaintiff, tho 
(courts should retjuirc the defendants to de|H>sit the dtx'retal amount in the court within^ 
a reasonable time allowed by the court, and, failing that, gvHni securities Hhould he tak^a 
from him for payment of ilie aiimuiii due. If the judguuuit debh»r fails to ]>aY, the 
amount should Ik? rei»ovcn>d from the securities or sureiiiw accepttHf by the court. 

Cost of litigation should generally be rtMluced. 

III. — Invi’stmknt habit .and attiuction of (ACiTAn. 

A, — Encouratjement of yarintj ami tnrexitnenf habii. 

Question 1. — Except the ^xist office, post oftice savings banks and |>ostiil cash, 
certificates there are no banking resources in my locality. Tlieso arc not adeipiute. 

Question 2. — Except savings hanks there are no means or institutions fi)r eiuHiurag' 
ing ilu! habits of saving and investment. 

Tiu;*se provide full facilities for the investment of savings, exceid that tlu* rale of 
interest is very low'. They rixpiiro irnproveinent and intension. 

Question .‘i — To a great extent the people of luy locality are in the habit of invent, 
ing ui gold or silver, 

Qio'stiou 4." roKtiil cash certificatefl ar«' j'K>pular, but not tuifficiently so. 

To encoura^jo their potmlanty the rate of interest sliould lx* increased and the 
existing terms of issue should be reduced. 

Alien A ,\. — I think a national savings movement similar to that in England will 
find favour at hast witli the (xlucalcd claHSf S. Hcheme n<». 1 «c<'mH to he more sound and 
feasible in view c>f the conditions in India. 

^nc.v/hn 5. — Post oftice savings hankH iiftowl adc<puitc facilities to the investing 
public, but raising of th<' rale of interest will attract more dc’posits. 

Mostly {X'ofilc wdio earn daily Avages or servants with monthly viiges lake advantage 
of the varuius facilities for investimiH offered by the p<mt oHue. 

Kacdng of the rate of interest would attract other clasBcs. 

Question 6.- -Postal cash certificates and treasury bills are n<4 so attractive as to 
introduce < rnpelition against the banks. If the allegation is true, I regard Kuch CAimpcii' 
tion as healthy. 

Question R. — It would promote the savings habit if muiiicipfiliti<s were to afford Bav* 
ings bank facilities, with the same restrictions as in the pist ofiifHi savings hanks. 

Question 9. — (lovernment, the Imperial Bank of India and other hanks purchase and 
sell securities for thrir clients and charge commission. 

Post office cash certificates should pt^rbaps Ikj the best form of investment for 
smal! agriculturists and small investors. 

Question 11. — Very few of the people are so fortunatAS as to have sur|>Iiis money. 
The illiterate fortunate keeps his money in the ground, while the literate one invt*«l« it 
in some profitable form, or in gold in the form of ornaments. Tlu*y generally use it in 
purchasing landc^l property or in building houses or in providing for their children's educa- 
tion or their marriage. 

Question 12. — Very few farmers have the good fortune of having a surplus. Those 
who have generally bury it in the ground or invest in live stock. 

They lend to fellow^ agriculturists on the same terms as Ibo ntahajans. 

Question 13. — I do not agree with the allegation that in India the banking and 
investment habit is of very slow rrowth. On the other hand T consider that mostly 
people are of very frugal habits and the standard of living is itsedf very low. My idea 
is that |>eoplo generally are too poor to think of banking nr investment, I agree tlat 
the people do not realise the benefit.^ of investment on oo-operative lines. 

MuKBm RiA 2 MtTHAMMAD KhaK. 
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Extrusive propaganda is needed in educating llie people to invest their surplua 
money in productive works on co-operative lines under the control of the Government for 
at least fjorue time to come. 


B. — Cheque habit. 

Question 1. — The cheque habit is growing in India, but not in an appreciable degree. 

Question 2. — The abolition at stamp-duty on cheques has led to an increase in 
the use of cheques and tlie opening of more accounts. 

‘ Question JJ. — Only literate people use cheques. 

Question 1. — I agne with the suggestions that j>ayrnent of government servants 
and bank emplovL*(.‘H by clieques, and freer receipt of cheques in payment of government 
^ues w’ill further pnuuf^to the cheque habit. 

1 think it would he better for post offices to open cheque accounts. Restrictions 
on such aecountH in mat tern of interest, etc., should l>e similar to those of savings banks. 

Question 6. — For the illiterate to use cheques w^ill givf rise to many complications 
jind frauds which will not be realised by the illiterate depositor himself, 

C. — Vernacular scripts in banking. 

Question 1. — I think vernacular scripts will be useful in banking. 

Question 2. — I think sarrafi should he done away with to make room for Urdu 
or Nagri cliaracters l)ecau8e very few people know' sarrafi ^ and hankers can make any 
.entry they please without the knowlc'dge of the client. 


Musshi Riaz Muhammad Khan. 
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Mr< W. GASKELL, C.I.E., I.C.S., Commissioner of Inoome-Ux* 

United Proirinces. 


Memorandoin. 


I do not claim to have any spctnalized knowledge of banking or moneylending in 
tliia province^ although I have necessarily sten a large number of casea and also have 
acquired a certain amount of experience in other ways than in connexion with the In- 
come-tax department. 

2. Banking operations are naturally divided mto two broad clauaaa ; — 

(i) the financing of trade, and 

(ii) the grant of loans to other |»erson.s who require them. That is to say, since 

this province is largely agricultural, primarily to lundownera and tenants. 

Trade naturally tondH to f(K*us osrlf in tow'ns and cities and often to create^ 
nr at all events to enlarge, them. Whenever trade in a city or town becomes of sufficient 
volume to attract the attention of a joint sUnk bank, a branch is almost inevitably opened 
there?, and it is well known that in ccriuiii towns or cities in this province the banking 
facilities are almost tn excess of the real requirements of the place, and that tho 
brancheH of bunk.s somotinics do not meet the expenditure inciirr<'d on their maintenaDce. 
An interesting instance of the manner in which trade attracts banka will be found in 
imfx>rtant gram centres such as Ghnziabad and Hapur. Owing to the banking crisea 
which have oceurred in the last ‘25 years — in particular the criais which occurr^ when 
the People's Bank of Ijahore dosed it.s doors about 22 or 23 years ago, and that of 
1013-14 which involved the failure of the Hank of Upper India — joint-stek banks have 
tsmded to keep their resources in a much more liquid form and, therefore, to devote 
themsi'lves almost entirely l‘> trade when the goods pledged as security can be easily 
realised and, moreover, the turnover of capital is rapid. Experience at the times men- 
tioned showed that a bank which depended for a very large proportion • of its working 
capital on short term deposits could not invest its funds unduly in long-term loans such 
as are requinsi V>y persons who borrow on the Security of land or property, and also that 
it was not yiosaible to find the whole of the capital required for industrial undertakings,- 
including the construction of buildings and the installation of machinery, where the 
capital was necessarily locked up in a form not readily capable of rapid realisation. 
Since joint-stock banks cannot finance loans on land or property to any great extent 
and are not prepared to advance money to persons lacking in substance, sucli borrowers 
naturally have recourse to the ordinary moneylender who largely trades on his own 
capital and can afford to w'ait for realisation of his money in the one case or adapts 
himself to the inevitability of some loss in the other. In every district, therefore, the 
indigenous moneylender performs a necessary and, view^ed from one aspect, useful fiinction. 
The grades of moneylenders are obviously numerous, beginning with those who are 
capable of lending large sums and ending with those who deal with artisans and 
small agriculturists. 

3. The rates of interest naturally vary with the amount, of the loan and the 
nature of the security offered. Where money is lent on a first mortgage of landed or 
house property the rates are favourable and may range from 6 to 7J per cent. In cases 
where the borrower is of some status and considered to be reliable, money is lent at the 
rate of about per cent., and the same rate applies where some security in the shape of 
movable property is deposited with the moneylender. As the credit of the borrowex 
dimmishea, the rate of interest rises until the figures of 37} per cent, so often quoted, 
and of 43 per cent, paid on the liHhandi system, are reaclwMl. The latter figures imply 
0 ’' almost complete absence of seei-rity and the losses in this kind of business arc con- 
siderable. In other words, the moneylender looks to the average return on his money, 
Mr. W. G.vsrrll. 
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includijig bift loetes in fixing the rate of intereet, and from what 1 have seen 1 ehouid nol 
place ibe« net yield at more than 18 to 20 per cent. As an instance of the effect of 
credit on rates of interest I may quote an interesting case which once came before me. 
A landowner of some wealth got into difficulties and proceeded to borrow large soma 
of money. He mortgaged his property in the first instance with a bank for 6 per cent.* 
then obtained money on prunotea at 12 per cent, from ordinary moneylenders. As his 
position became worse — a fact which was well known — the rates of interest steadily rose 
till they reached 24 per cent., while, moreover, the moneylenders in the later stages of the 
proceedings exacted bonds for twice the amount which they lent. The final state of the 
proceeding was wlien the landowner raised money on second and third mortgages of his 
property. Needless to say, in the end the usurers did not recover any sum approach- 
ing the loans originally made by them or their interests 

In this connexion 1 may note that T have come across not a few cases in which 
moneylenders with large capital at cheir disposal spread their investments over the 
several kinds of loans. Al>out half of their money was lent on the security of properly 
at 6 per cent., and half the remainder on fair security at 12 per cent., while the 
balance was lent on the more speculative form of loan with interest running up to 374 
|>er cent. I never quite understood the reason, hut as 1 liave come across many cases 
of traders who seem to take pleasure in indulging in sperulations which may possibly — 
within limits — wipe out tiicir profits fioin <itIior rcBources, I have f)ften wondered whether 
Iho investment by moneylenders of a pf)rtiori of their funds in what might he regarded ns 
risky transactions did not add a little zest U> life. 

4. The stalernentH jjrepared by income-tax officers indicate that the capital t»f 
moneylenders wdio come within the purview of tln^ income-tax department aggregates 
mjim; 20 crores of rupees (see appendix). This estimate, however, can only be ap- 
proximate owing to the circumstances described in the next ))aragra|>l« and is probably 
an under-eatimate. Moreover, this sum must be increased by an amount, wdnch it is 
impossible to indicate with any pretence of accuracy, as representing the small money- 
h rider in towns ar^d rural areas whose income is less than Its. 2,000. Again, the 
statistics do not takci juTount of the mirnerouB ca.BCB where one trader pays interest to 
another on account of commodities sijpplicd. Some years ago sncli interest was prohalily 
larger than it is now since wholesale dealers used to carry large ^tcK’ks of gr>ods wdiich 
they sold to retailers on credit, the latter r paying their debts as they disposed of their 
goods. There has been a tendency, Imvvever, in recent years — dm* fi» li)c wide fluctuation 
in |)riceH — for tlie wholesale dealer to carry only sufficient stocks for his irmnedinte neetis 
:md to throw .the financing of trade on to the manufacturers. Be tliis as it may, the 
wholesale dealer is able to finance quite a considerable number of retail traders since 
tho latter turns over his stock three or four times in Die year, and ii is interesting fo 
note at times the large trade which is often carried on wdlli eoinparntively small capital. 

5. A noteworthy point in the statistics is the comj)arativeIy low amount invested 

in moncylending in the densely populated rural districts in tlie east of the province. 

This is borne oui, by the yield of income tax in tluise districts wliich is comparatively 
sirnill. It is a well-known fact that several (it niay be nil) of tbeso districts have deficit 
treafluries, and the inference is possible that the need ff)r the moneylender has been 
removed by the earnings of residents of the district in places like Calcutta, Rangoon, 
and eypn distant Java, 

6. Income-tax officers liave given an account of the w'ay in which books are 

friquenlly kept. Bankers and moneylenders of position frequently produce books kept 
in accordance with the most approved principles of accountancy as they are prepared 

to pay the amount of tax due from them and appear to have acquired trust in the 

methods of the income-tax department. But there are still a very large nnmlier who do 
not trust the department and who also entertain strong hopes that if they do not 
produce their accounts they will escape full assessment. The work, therefore, of assess- 
ment is one of extreme diffienltv, and inamie-i^ax officers ran only form^ an idea of the 
income of manv monrvlendcrs hv a close examination of the dtvuments produced before 
the registration department and of the cases which are filed in the civil courts — 
particularly in the small cause courts in the larger cities. As already said, any estimate 
cannot be considered to be at all precise. 

7. T am unable to form any opinion of value on the subject whether any 
effectual steps can be taken to organise the resources in the hand.s of bankers and 

Me. W. QABKEtb. 
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donejkDders so as to iiwrrease tlio amount of crodit available. One faoi» however, 
is very clear. The moneylender belongs to a very shy race, and is extremely reluoiant 
4o let anyone know his business. 1 have referitni to the difficulty experieiUM by the 
income-tax department in obtaining books. A moneylender wiill freqjuontly appeM'^ 
before an income-tax officer with a list of documents which he knows to be ascertain* 
able from the registration department or a few notes of hand the existence of which 
if fairly w'cU known to other people and is likely l*> to the ears of the iuooiue*tax 

•officer. The bulk of his transactions, however, he prefers to conceal, and inslances ar^ 
on rcH^ord where the miniber and magnitude of the transaciious (esiiecialiy where pawn- 
ing is concerned) are such as no iuconio-tax officer, even with a vivid imagination, 
would havo guesst'd. Such, therefore, being the secretive nature of the moueylendar 
I foci very much doubt whether this class would combine for the purpose of increasing 
banking facilities. This, however, ig a pimiy negative attitude and is of no assistance 
m solving the i>roblcm now' under consideration : only actual ex|ioriment can decide. 

A scheme like that described in the brief note on land mortgage banks apfiended to 
the questionnaire might prove attractive. But it is essential that business should tie 
conducted on hard lines, that any temptation to 8pt*culativc investments should be 
avoided and that loans should be for proiUictive pur[)oseg. I would again stress that the 
clement of 8pi?cuiation has for sinne reast'U <»r other « ptxjuliar attraction in India, 
and frf)m instances which I have seen, but which I am unable to quote, I think that 
this is a tendency winch must lie strongly resisted and tliat the resistance must hf 
secured in tliu most rigid form iKisaible, although this would involve the contraction of 
credit in certain iostanccs where persons had little or no siH.‘urity to offer. It might 
be possible to secure loans on easier terms by the grant of special facilities to money* 
lenders on the rundition that they should maintain books of accounts optm to inspection. 
But I lie rate c-f interest is largely a matter of credit and Bccurity and 1 doubt whether 
any great reduction can Ik* secured by (bis method. Conceivably the rates of interest 
might bo easier if (he method of realising loans in the courts were expedited and if 
insolvency were made a less facdle matter; but speed in realisation is not the matter 
of most vital imiMirtance if one may jud:*e from the rates of interest charged on loans 
made on the Hccurily of hind wlicn recovery is often a very protracted matter. One may 
be jvennitted to e.\prciSH the opinion, without being considered to be cynical, that any 
exteri.‘«ion of endit xcept for the purposes of trade and agriculture ' is not cxpad'>nt. 
7‘ht* Hixdal custoiuH of India demand much expenditure on the unproductive form of 
cc'remonies, and as social obligations frequently force a man to spend on ceremonies 
every anna vvliicli he possesses or cun borrow, an extension of borrowing facilities might 
be disastroMH. 1 rcineijihcr very forcibly a discu.ssion whicli I bad in a villa*:© in 1h« 
Jhansi district with a number of zamindarjr who informed me that the greatest boon 
, which (he Government had conferred on them was in the shape of the Bundelkhand 
Ijand Alienation Act which had destroyed their cRniit with the moneylender. Tiny 
informed me that tiny could not now wii-^to money on ceremonial expenditure because 
the moneylender would not advance it to them. 


Mr. W. QamkMju 
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APPENDIX. 

The statement below* has been compiled from statistics supplied by income'ta:^ 
officers and shows the extent of moneylending in towns and rural areas and for com- 
mercial purposes. It has dearly not been tabulated on uniform lines as some officers 
have included a nuriiber of transactions under the head “rural” which others have 
tfeated as being in tow’ns, Moneylending for commercial purposes has also possibly 
been combined wdth town moneylending in one or two centres, but the chief cities con- 
cerned under this head have been trc'atcd separately. It would take time to rectify 
these matters and officers arc at present engaged in heavy assessment work, so that I 
do not hesitate in presenting the figures as they are. The coininitiee will prob- 
ably bo able to utilise them and, except in the cases where Ihcie arc large cities like 
Cawnpore, Allahabad, Benares, Agra, Lucknow, etc., will decide to treat the figures for 
districts as a whole since the loans taken in towns are by no means confined to towns- 
people; obviously moneylenders tend to live in the more populous centres, partly be- 
cause the volume of business is larger there and partly for purposes of protection. 

2. The statement, of course, does not deal with the cases of moneylenders whose 
income is less than Its. 2,000. In a very large proportion of tlie other cases reliable 
books are not produced and estimates are framed of the interest con-sidcred to have been 
received. From these figures the income-tax officers luive deduced figures of capital, and 
in some cases have tended to adopt too liigh a flat rate of interest. The variations 
merely indicate the difficulty of compiling the statistics, and their very existence may 
be helpful to the committee in enabling them to value evidence received from other 
sources- I have, therefore, left tlie figures untouched. The committee wdll also re- 
cognise that moneylending is fre(]uently combined with other business, and also that 
the statistics do n< * include the cases where one trader, e.g., in the wholesale trade, 
temporarily finances another, c.f/., in the retail trade, in the purchase of the commo* 
dities in w'hicli he deals. 
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Statement showing the extent of moneylending in the United 

Provinces. 
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Kb 

Kb. 

Rs. 

Ka 

Bs 

Bs. 

1 

Debra Dan . . 

4, ‘20.000 

40,000 

39,90.000 

3,90,000 



2 

Saharanpar .. 

37,30,000 

5,00.000 

49,40.000 

3,90.000 



3 

Musaffarnagar 

97 80.000 

12,30,000 

2-2.09,000 

2.40,000 



4 

Meerut 

63, 50, COO 

8,90.000 

41,90.000 

6,20,000 



5 

Balatcdshahr*. 

68.90.000 

7, .‘>0,000 

52,90.000 

4,10,001 



6 

Aligarh 

18,30.000 

1,90.000 

31.70.000 

3,00.000 



7 

Muttra 

60.50.0vX) 

6. 90.00 J 

15,6).00J 

1,50,000 



8 

Efah 

.'8,10.000 

5 90.00 ^ 

20,00 000 

30 000 



Ml 

Agra 

19,10.000 

4,60.000 

52,80.000 

6,30.000 



19 

Mainpuri 

1 2.00,000 

2,50,000 

9.00,000 

70,000 



■o 

Bareilly 

16,00,000 

3,20,000 

18,60,000 

2,20,000 



12 

Bijuor 

35.4aO;K) 

8,40,000 

34,H0,U00 

3,20,000 



X8 

Buclauu 

18,00,000 

8,20,000 

18,90.000 

2.20,000 



14 

Moradabad 

13,20,000 

1,30.0^X) 

61,30,000 

7,60.000 



-15 

ShahjahaDpor 

5,00.000 

1,40,090 

24,iX),U00 

2,80.000 



16 

Pilibhit 

90.00, (?00 

80,e00 

12,00,000 

1 (XI, 000 



17 

iParrukhabad . . 

laoj.ooo 

10,000 

28.00,000 

•2, -20.01)0 



18 

Etawah 

50,00.000 

90.000 

27.00.000 

i.yo.ooo 



ly 

Caw<iporo 

90,00,000 

2.00,000 j 

40^00 0 >0 

6,00 000 

60.00,000 

4,50,000 

iO 

Fateh pur . . 

80,00.000 

2.00,000 





21 

Allahabad 

2,00,000 

60,000 

32,00,000 

1.80,000 

15.01,00(1 

90,000 

22 

Ibanst 

13,80,000 

2 70 000 

1 88.00.000 

, . 



23 

Jalanu 

e.5 ) 000 

l.l/O.OOO 

15,00 001 

1,80.000 



24 

Hamirpur 

0,5'.), (XK) 

1,10.000 

1,60,00) 

80,000 



25 

Banda 

2.60 000 

30,0*90 

1.00,(X)0 

10,000 



26 

Beaares 

7.‘JO.OOO 

2.40,000 

62,70.000 

60,000 

40,00,000 

3,00,000 

27 

Mirzapar . . 

a.oo.ojo 

1.10,000 

15,80.000 

:i,50 OOJ 



28 

Jaunpur 

4,00000 


10,5 1.000 

1 , 10 , ox> 



28 

Ghasipur 

3,00,000 

30,000 

6.50,000 

G0.(K)a 



-30 

Ballia 

4,00,000 

40.000 

6,00,000 

60,0iXl 



31 

Gorakhpur 

18.00,000 

8,60,000 

49,00.000 

3,80,000 



32 

Baati 

20,70.000 

2.52,000 

8.00,000 

99.000 



S3 

Asamgarh 

8.00,000 


12.00,000 

1,20.000 



34 

NaitiiTal 

9,00,000 

40,000 

2,00,000 

80,001 



85 

Almota 

] .00,000 


2,80,000 

30,000 



86 

Garhwal 

1.00,000 

10,000 

2,10,000 

80.000 



87 

Lucknow 

8,00,000 

1,30.000 

90,00.000 

18.50.000 



86 

Unao 

•2.00.000 


7.00.000 

1,00,000 



38 

Rae Bareli . . 

10,60,000 

1,60,000 

8,30.000 

30,000 



40 

Sitaput 

ll.oO.OOO 

2 80,000 

61,80 000 

5,20, OOP 



41 

Hardoi 

1,20 UOO 

20.000 

12,00.000 

1.80.000 



42 

Kheri 

e.oaooo 

1,60.000 

18,90.000 

2.20.000 



43 

Fysabad 

10,00.000 

2,10,000 

29,80,000 

2,90.000 



44 

Gonda 

12,50,000 

IMOOO 

1,800,000 

20,000 



Hi 

Bahraich 

18.00,000 

2.70.000 

2.90,000 

50,000 




Xiultanpor 

6,50.000 


8,50,000 

40,000 




Partabgarh , , 

9/)0.000 

2.20;000 





1 

Bara Banki . . 

14,50,000 

1,90.000 

9,60,000 

60*000 



■ 

Total 

7,64.80.030 

1.11.70W0 

IU,66 80.003 

1,16,00,000 1 

*8 

O 

8,40,000 


Mb. W. Gaskblu 
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R«o Bahadar Pandit LACHHMAN SITA RAM KHER, B.A.^ 
Assistant Commissioner of Income-tax, Cawnpore. 


RepllM to iho quostiomiAiM. 


I. — AoHICULTUBAL CftRDlT AND CREDIT FACILITII.S. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist usually borrows from (I) Government, (3) co-opera- 
tive Bocietios, (3) village inoneylenders and (4) commission agente in towns. From 
Government the loan is usually in the form of iaqavi for seed, for purchase of cattle and 
for sinking wells. It is usually the village moneylender who plays the largest part in 
financing the agriculturist. 

Ho borrows for the most part for the following jnirjwses : — 

(i) Repayment of earlier debts. 

(ii) Marriages in his family. 

(iii) Famine and other kinds of distress. 

(iv) Payment of land revenue or rent, seed, jmrehase of cal tie and sinking of 

wells 

Seed and subsistence cover nearly CO per cent, of In’s borrowings. 

It is only in times of famine and distress that Government gives iaqavi for seed 
and, 80 far as I am aware, it is mostly at such times tliat there is a demand for taqavi^ 
for sinking of wells, etc. In such times t}u*re is a large* demand for sinking of w^ells, 
etc,, the reason being that such iaqavi is considerably larger in amount than that for 
seed and a part of the amount advanced is used by the cultivator or the zamindar for his 
own subsistence. During such limes the proportion of the debt given by the Government 
will easily exceed that given by other agencies. At other times the largest proportion, 
even up to 86 or 90 per cent., is advanced by the village moneylender. Of the remain- 
ing 10 to 16 per cent, nearly a half is advanced by co-operative societies and about as 
much, by the town commission agent. The advances by the last mentioned persons are 
made only to large agriculturists who bring their own crop to the market. 

The proportion of the debt incurred in cash and grain would probably be in the 
neighbourhood of 70 and 30 per cent., respectively. Most of it is incurred for a short 
period because it is generally repayable wdtli tlie arrival of the crop. 

Question 2. — The rates of interest on cash advances vary from 24 to 46 per cent.. 
Generally on larger amounts the rate is low'cr than 24 per cent- and on small amounts 
it is higher. As regards loans in kind the cash value is seldom taken into consideration, 
the tenant paying at the arrival of the harvest the same amount of grain that was 
advanced plus 25 to 60 per cent, interest in kind. The rates in some places are 26 
per cent, and in others 50 and these, T believe, are determined by the ordinary law of 
supply and demand. Where there is a larger number of persons advancing grain in- 
kind the rate is lower. 

The rates are certainly exorbitant. But it must be borne in mind that there is 
little security for the amount advanced. 

Question 8. — The security for loans for agricultural purposes is usually the standing 
crops, occasionally ornaments, seldom land, lioiise property or agricultural implements, 
In some pSaces where an occupancy tenant is in default his hoWing is taken over, and' 
cultivated by the village moneylender until the loan has been paid. 

Question 6. — The cultivator does not take full advantage of the taqaoi system. The* 
reason is that the village moneylender is more aceommodating than the officials collect- 
ing the iaqavi. 
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Pari D, — borrowing for purpoite4 of marktiing. 

Question 1. — There are three ways m which cro]ie are brought to the market — (1) the 
cultivator Bella them at JsvtMy or bi-weekly village markets to the grain dealers, often 
man of email rneane, (2) to the village moneylender and (3) in some cases directly to 
the commiasioD agent. As an exception 1 may mention the case of manufacturers of 
sugar and cotton ginning factories situated in the rural areas. Tn both tiiese cases 
very often the produce is bought direct from the tenant and utiHsinl in the factories. 

Question 2. — With the exception of the town commission agent who advances 
money to attract clients I am not aware of any case in which advances are made for 
marketing of crops, nor of any co-operative society which assists in tho matter. Nor do 
I think such assistance nw’rcssary, iHH-aiise marketing dcH'A not cost the tenant much for 

at that time his own bullocks are available and he is able to cart the crops tt> the luiir 

est market himself. 

Qwffttfon 1. — The grain is storevi in khaittJt or kothas and also in big earthen jars. 
Grain is apt to l>c spfvilt by Tiioisttire in khnttia and by weevils in kothae. The otiIv 

way to improve the storage is to make the khaitis pakka. 

Question 5. — Grain is freely u«f*<l security for obtaining cnnlit. 

Part D. — CrriUt facilities in re.^tpect of agricultural produciion and marketing. 

Question I Governinent p!a> no appreciable pari in firovidmg agricultural crtNlil 
for the pOMluetion of (Titps except in liincH of searcity. Tlie Imperial Bank of Indui 
plays no pari whatever nor do tlie joint sUsk banks. 'I'o a terluin extent tho co-operalivo 
hanks do in so far us they advance loans to co-operative hocucLh^h the members of which 
are agricultui sts. Hut to a largo exleni it is the iiuligenous bankers who provide ilio 
nccoHBary credit, whilst ativances are also made to a certain extent by coinpaiiies for the 
growing of sngariane in sonic, districts ; this latter is, however, not of much iinporlance. 

The existing eredit facilities are, I think, sufiicicnl. 

The only dcfix-t in the system in tliat it involves the tenant into paying a very 
high riito of interest, the cause of which is lack of muirity. The only wa^ (hat BUggCHlH 
itself to riJv! for rectifying this is to give the tenant a right of transfer of Ins holding, BUcU 
um a fixed-rate tenant has. The <{uestion, however, is not easy of solution. 

II. — Indiok.nous bankinu. 

.1 . — Onjantsahon of tndigenouit banking. 

Questum I. — There are mainly three classes of moneylenders — (1) the village inonc> - 
lender, (*J) tlie town moneylender and (3) th»i commercial moneylender. Apart from ^ • 
there are the Kabulis who do not, however, count for much in tho districts in the Cawn 
isire charge. 

The village moneylender advances cash at rates varying from *21 to 46 fKtr (cnt, 
and grain on what is known as the sawaf or deorha system m which inUrost works out 
at 35 U) 50 per cent. The U^wu moneylender advances loans on the security of infjri- 
gages of land, simple bonds, pronotes or orm^mentB. The commercial moneylender deals 
mainly in hundis. pronotes or de{K>sit receipts. The Kabulis operate among the ptKirer 
classes of Anglo-Indians and among the mill-hands or menial servants. 

Indigenous bankers do combine other business with their own. Among the village 
moneylenders the main business is the advancing of mimey, the side business being 

usaaliy dealing in grain. The subsidiary bnsincss of town raoneylonders is someitmes 
cloth, Boinetimes gold and silver and not nnoften the management of property which, has 
pas^ into (he hands as a result of foreclosure of mortgages. The gold and silver 

business is usually the side line of the commercial moneylenders and the commission 
agents. Tho Kabnlis have no side business so far as I am aware, 

Quettion 2. — So far as agnoolture is concerned it will not be an exaggeration to 

say that it is priiicipallv financed by the village moneylender. As regards trade it is 
financed by the commercial moneylender as also to a smaller extent by the town money* 
lender. The part played by the indigenous hankers in financing industry is incon-* 
siderahle. 
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Question 3. — Borne rough estimate of the capital invested by indigenous bankers is 
possible but not that of the entire resources ai their command. Bee the appendixi to 
this note. 

In my opinion the net return to a village moneylender varies fronr 2() to 30 per 
cent. I consider 10 per cent, of the income approximately as the loss due through bad 
debts and 2^ to b per cent, as the exj>enses including legal expenses. The town inoney- 
Jender advances loans usually on good Hwmrity and rates of interest in his case vary 
from 7J to 18 ficr cent. It will not be unwihe to take 12 per cent, as the average rate 
in his case; and allowing b f)cr cent, of the income for management and legal expenses 
1 sliould consider the net return in his case to be llj per cent. It is obvious that in 
his case bad debts are a rarity altliongh the legal exjienscs are greater. In the case rf 
the commercial moneylender the net rates vary from to 9 fwr cent, and allowing for 
expenses of management, etc., the return should not be less than 7 per cent. In the 
case <»f the Kabulis there is, of course, no question of expenses of inanageraent. TJieir 
bad debts arc likely to be pretty high, but the rate of interest charged is so high that 
they are not likely to affect Uie net return apfueciably. T am not, however, certain as 
to the return on their investments and would n<»t like to risk any opinion. 

Question 4. — The joint-stock banks and the Imperial Bank i)y reducing the rate 
on remittances have practically Htiperseded the finaiH-ial houses of the kind mentioned in 
this question. The cause of sufK^rsession is the low rale of remit tance.s which made it 
unprofitable for the iiidigenons hankers to (‘any on ilie husiiuss. 

Question 5. — The methods |>ur.sued hy indigenous hankers in keeping accounts have 
been dealt with by tlie Incomr-tax Officer, Cawnpr)r<‘, at length and I do not propose 
to repeat them here. In principle the method of keeping accoimts is the same although 
the system of accountancy differs in many }>laces outside Cawnpore in this charge. For 
instance, some people adopt what is knowm as the mercantile system while others adopt 
the cas}) system There is yet a third class of people 'who adopt a mi.\ed system, i.e., 
rash in the case of some custornors and mercantile in ilie case of others — usunlly the latter 
-^vlien the clients dealt 'with enjoy credit with them. 

7 ?. — Raisituj of ftnuls bu iudiiff'tious hcDthers, 

Question I. — The forms of Imndis commonly in use are fi) miiiflar and (iii poben- 
eheU'dam, The former is omjdoyed as an instrument for securing loans while the latter 
is meant for remittance purposes. Tlie other forms of credit instruments are (1) Iwinds, 
(2) mortgage bonds, (8) purjas, or deposit receipts. (4) pronotes and (5) sarkhats. The 
sarkhat is not very muclt used. As to the other forms they are frequently used except 
the purjas outside Cawnpore. In Cawnpore purjns are rapidly taking the place of 
mitidar hundis. The reason for this is tliat a pur in requires no stamp being only a deposit 
receipt while mitidar hundis require stamps of fliffereivt values according to the amount. 

Question 2. — In the case of ilu' village moneylender the capital is eontiniiaUT re- 
verting and is available for re-iruestment at short intervals. Consequently there are 

fewr CKTasions on which he draw’s on resources beyond his capital. He deals entirely with 
his own capital. As regards the town moneylender he draws to some .small extent on 

the commercial moneylender for his requirements. He seldom draws upon the joint- 

stock banks or the Imperial Bank, His loans are long-term loans and with tl»e exception 
mentioned above it will not be wrong to say that he also works practically wholly with 
his own capital. The commercial moneylender is able to draw not unoften npc>n the 

Imperial and joint-stock banks. 

The only class of moneylenders who can obtain assistance from the Imperial Bank 
and other joint-stock banks are tlie coinmercial moneylenders, and they acquire funds 
from them hy means of hundis. I understand tliat a hundi u.sually means to a bank a 
double security — the personal security of the drawer and that of the drawee. 

The defecds in tlie system are obvious, the main defect being one of want of co- 
ordination among the different credit agencies. It is not easy to suggest the remedy. 
But T mention one or two facts I know. On the one hand there is among the town 
moneylenders a prejudice to borrow money from the banks for the purpose of advancing 
loans w’hile, on the other hand, ioint-stock banks are extremely shy of advancing money 
on security of landed property. Bo ^ar as the first point goes what is needed is propa- 
l^nda. As regards the latter I lielieved that the joint-stock banks are over-cautions in 
this matter, town moneylender is not always sure wlien the money invested by him 

will return while the bank might press its claim immediately after the stipulated period* 
Bao BAfTM>tiR Bandit Laciihman Bita R.am Khek. 



( 265 ) 

Question 3. — Indigeiitms bankers receive deposits octHsioimliy on ibe tivnuH that th© 
deposits are not withdrawn during the busy season, i.r., March t\) May and November 
to January. The rate of interest allowcst is 7 annas p\cs \H'r rent, ix*r montIn 

(\ — J druncsji' by indtgetwus bankers. 

Question 1, — All that 1 need say is that the system of cash credit is extremely 
rare here, t.r., in the Cawiijx»re charge. It does not (?) tKcasionally haptsit ilutt a man 
mortgages, say, a house or a shop wtth a moneylender — nsiially the commercial money- 
lender~ai.ui instead of obtaining the consideration for it in one lump sum he dritws on 
the moneylender actv>rding to Ins renniremenl subject to the ma\imuin amount for which 
t he property has been phnlged. riie interest js allowed in such cases <kn da li t I'aUiu es 
at an average rate of 7| [ht cent. 

Question 2. — 1 have already described the rates of interest which an agneulturisl 
has to pay both in money and in kind. As regards the other incidontat charges tb« 
agricuilurist who borrows from tlic qixt wains lias to pay four annus as likhai or writing 
charges. This aim)unt is usually d<'ducti‘d from the amount iidvaijce»l l4i ilh- biuitiWoT, 
i.e., the iKirrower instead getting Its. 10 gets Hs. 0 1*2 only. It is within luv kiuiw 
ledge tliat coninji.ssi<in is taken l>y inonevl«*nders. This is nsiiiiilv in Iht* ctisr nf long 
term loans, ('ften among a certain class of ptaiplc it is (ustoinnrv to charge ’> i>er cent. 
«s eiunmissa r» nri tfie sum a<ivance<l. For instance, if Us. liX) arc to he udvinucd the 
Isirrower actually ga-ts Hs 95 only. 

To iinprov<‘ the organisation of hanking in such a way as to reduce 1i»e present 
rat* R of interest is possible hut n(»t f)ra<‘ticable w iUiout considerable exti iision of tiia 
co-operative s«H‘i»‘t»cs and the starting of joint-st<»ck hanks at many inore phicos than they 
€»xist at present Wlial I mean is that no anhstantial rcsiihs <an he ohtiiined \vitho\it 
having a hank. State guaranteed or otherwise, at the hcadipnirters f)f, say, each talisiJ in 
a district. There is some rir^k <»f tlie reduction being intiTcepted by the vilhigo’ money 
lender unh ss it is chminattHl through (he extension of the co operative movcnv'nt or the 
jiiint-stock banks are prepared to advance money on the HiHnirity of property. 

Question 3. — I am not aware of any difiiculty expcrirmtxHi liy clients of the indigenoiia 
bankers in inspecting their ledger aciMiunts. 

D — Eschanye and money market. 

Question 1. — In the Ca\vn|x>re district there ig an exchange and money market at 
Cawnport . Hundis from outside ('awnpore pang through Cawnpore on ac<'ount of its 
iHung an mi[M>rtant trading centre, such hundts iH'itig traiiMinitted tf) the port towns for 
the riio<t natt. (irain in exported fnun mufassil Uiwns to RcafKirts like Calraitta, Boinhiiy 
and Kjti; 111 , uliile cloii, kiran, sugar and hardware are eK|K^rtcd from (’awnjM>re to 
ninfa«sil ihstricts. Hundts drawn by imifassil grain inerehuntH are s(dd l»y tluiu to cloth 
and sugar merchants in tlic inufassil <Iis!rictft and they in turn .send them to Cawnpore 
From Caw njHirc they are sent to the j>ort tow ns which are linked w ith it through tlic 
export and iinjKirl trade. 

Question 2, — The dalals vi.sit varioiig hiisinegg hoviseg to find out their require- 
ments. Tlo y get annas |>er thousand on demand drafts and 5 annas fST thousand on 
mitidar homiif, oc.. usame hills, from the seller. 

Quesiton 3. -The rates for hundts purchased and sold for internal remiitances differ 
according to the supply and demand. They vary from U», iKbH to Its. 100-2 for u 
hundi of Ks. KM). As regards hundts to obtain credit the rate deiHmds entirely on the 
■cre^dit ‘4 the borrower and the condition of the market. 

Tlie rate is lower in the slack season wbidi coincides with the inonscKins. 

The IrniKTial Ihink of India rate of remitianoes has almost mined tliis part of 
the business. 

Question 4. — Tlie local market is influenced by kirana, cloth and sugar commitLeeii 
at Cawnpore and an organiHation of yhi merchants at Etnwah, which control the business 
in their resp<‘ctive spheres Tli, rK>int has l>een dealt with more fully bv the Tneonje- 
tax Officer, Cawnpore. 

Question fl. — During the Dtwali and Holi days the lf)ca! market at Cawnpore 
i« cloeed for four or five days ao that euatomers from outside cannot transact anv 
biifiineafl. I have also noticed that the w-eijhts of differfnt places differ and sometimea 
for different commodities. 
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E . — Defe^* of indigenous banking. 

Question 1. — ^All the cJasBes of indigenous bankers are held more or less in great 
^esteem. This is naturally due to their influence on their clientele and the extent of 
that influence differs according as the banker is a village or town banker. He commands 
a very high respect in villages. 

Question 2. — Insolvency courts arc sometimes considered a great nuisance. 1 should 
not be surprised if they are abused. A man declared insolvent sometimes starts business, 
in another name a few months after. 

Question S. — Borne check on the resort to insolvency courts seciim to be called for. 
1 cannot outline the actual change required. It is also necessary that the accounts of the 
official receiver should be subjected to efficient audit. 

Question 4. — There are undoubtedly defects such as the excessive rate of iuterest 
charged, the commission taken and the likhai charged which iired to be rectified. But 
it is extremely difficult to suggest any remedy. 

Question 6. — The question whether indigenous bankers are able to meet ail accept- 
able demands is a very wide one. I am aware of cases in which the demands cannot be 
met locally and the borrower has to go outside to different districts. 

The resources of indigenous bankers can be extended by education and linking of 
the town moneylender with the joint-stock banks. 

— Co-ordination . 

Question 1. — There arc instances to show that a small pawnbroker was able to 
obtain funds from a larger house of similar business on pawning ornaments and also to 
show that two or three persona of the same class had combined to advance a loan jointly 
when the resources of any one of them were not enough to meet it. No relations whatever 
exist botw('cn indigenous bankers of different classes so far as I am aware. The com* 
morcial inoneyleiider is able to obtain money by means of hutidis from the Imperial Bank 
of India and joint-stock banks. 

The Imperial Bank does not help any other moneylender except the commercial 
moneylender. m 

Question 2. — No co-ordination exists betw^een indigenous bankers and other banks 
except as in my answer to question no. 1 above. 

It is extremely difficult to organise a provincial bankers’ association to secure 
greater co-ordination in the present state of things. 

Question 3. — The question of difiiculties in the collection of cheques on indigenous 
hankers does not arise as a cheque system does not prevail. 

( 7 . — Consoiulation of indigenous hanks. 

Question 2. — I consider it very doubtful that indigenous bankers would secure an 
increased cliejitele if tliey were recognised by Government. If they are to be recognised 
by Government a condition of recognition should be the exhibition of balance sheets^ 
which I do not think the bankers will agree to. 

Question 3. — The attitude of indigenous bankers to mt asures for their regulation 
will bo one of hostility. 

Question 4. — A considerable amount of money which lies idle during the monsoom 
is romittetl fn>Tu Oawnpore to port towns. 

APPENDIX. 


The Cawnpore charge consists of the following districts : 


(1) Allahabad. 

(10) Almora. 

(2) Fatehpiir. 

(11) Bareilly. 

(3) Partabgarh. 

(12) Naini Tal, 

(4) Farrukbabad. 

(13) Lucknow. 

(6) Etawah. 

(14) Unao. 

(6) Mainpuri. 

(15) Hardoi. 

(7) Bhahjabanpiir. 

(10) Cawnpore. 

(8) Pilibbit. 

j (17) Banda. 

(9) Budaun. 

! (18) Hainirpnr. 
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Thp 6gure8 for the income from intemel ix>mi>iled from records of 

192b ‘it) ^xu to justify the follow ing rough esttmeie of the capitm) of tho vcrioufl cUsscni 
of moneylenders : — 

Hh. 

HO.OO.OtH) 
a.U.lX),(KM) 
1,30,00,000 

Total 5,30,00,000 

1 iniisi mention here that an eatimato on the basis of the interest income assessed 
cannot be regarded as having pretensions to accuracy because there is a number of small 
moneylenders operating who are not assessed to incomedax, nor does the doparimeot take 
cognizance of gamtndarfi ami some of the w('ll>to*do cultivators who (*arry on to a small 
ex^nt nKUioylending in their <>\mi reH{x*otive spheres. Another point U) be mentioned is 
that the interest figures, specially in the ease of tho town moneylender, are based On 
actual reciipta which are not necessarily tlie same every year bring largely aff«>cted by 
such c<mditiona as the failure ot c!x»pH and other agricultural culamitios. On the other 
hand lh< capital has l)r^n estimated witli an eye tn the actual receipts of interest in a 
particular year. Subject to these limitafioiiB the figures reported represent, not the total 
i!jdebt<dn» of the agricult urcsts. hut the probable extent of tlu* rrsourccK of the various 
kinds of moneylenders. 

(h'or rvich nee ‘?e 4 * pages 277 to '2h7, and h r HUpplementsry (‘vulemr sec P»go 


< i t.'oin inereiu I money )r nd ern 
\2) Town moneylenders 
t?ti Village moneylenders 
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Thakor RAM SINGH, B.Sc., Assistant Commissioner of Income-tax, 

Benares. 

HeplieB to the questionnaire. 


li. — I ndigknous hanking. 

A. — Organisation of indigenous banking. 

Question 1. — iiidifjfenouH baakcrH can l>c clu-sHiricd in tiie AllaLabad as 

;ft>lloWK ; — 

(i) .Bankers \v1k» advance money on inortgaige.H and pionoios only. 

(ii) Bankers who deal in hundis largely and also on sarkhats. 

(iii) Bankers wh(» advance money on mortgages, pronote.s, hundis and sarkhats. 

(iv) Moneylenders who advance money on the gist system. 

(v) Money lenders who advance money on pawning of ornaments and gold and 
silver bullion. 

(vi) Moneylenders wlio advance gold and silver bullion to goldsnjitlis, workmen anil 

petty sarrafs, 

(vii) Private limited companies doing banking business. 

(viii) Grain lenders. 

(ix) Other bankers, e.g.y Punjabis and Kabulis. 

The business transacted by each class is given as below. 

(i) Money is advanced on mortgages on the security of '^amindari and other landed 
;j»roperty. Generally property is hypothecated in tlic mortgage deed, but sometimes usufruc- 
tuary mortgages are made in which case the possi ssion of j)roj)eriv is delivered lo the mort- 
gagee. Hoinetimos it also happens that the mortgagee leases back the j>r(>perty mortgaged 
with him to the mortgagor who becomes tlie lessee of (he property. In sueh cases, the 
mortgagee- lessor receives money by w’ay of interest on the money advanced by him. The 
rate of interest on mortgages generally varies hetueen b and 12 per cent, per annum. It 
(fulls to Rs, 4-H per cent, per annum in the ease of relations and acquaintanees, and goes 
np to 24 per cent. The rate of interest always varies with the nature of stu-urity offered. 

Money is advanced on pronotes to respectable and well-to-do people. Tbe rate of 
interest in this case also varies between (» and 12 ))er cent. j>er annum. Hight r rates of 
interest are charged where the hanker thinks that the credit of tlie pei’son taking ihe loan is 
good hut that he may take time to repay the loan or that resort may have to be made to 
court to recover tlie money. 

1 may also add liere Ibat big loans are generally settled by the parlies and some- 
times through the negotiation of respectable brokers. The latter are paid six pies per 
cent, in the case of cash credits and hundis. In the case of big pronotes and mortgages, 
the brokers charge about 2 per cent. Sometimes the bankers themselves charge 2 to 5 
per cent, as discount at the time of making big advances to rajas and big raises. This 
they call nazrana and a raja or other big man has to pay ii as he does not want to mortgage 
liis property to conceal liis indebtedness. 

(ii) Bankers of this type take hundis of respectable traders and also advance money 
on sarkhat.s to men having gixid credit in the bazar. The rate of interest charged on 
sarkhats is 9 to 12 per cent, per annum. If it is a slack season, the rate charged is 9 
per cent, and sometimes less, when it is reduced to b per cent. But when there is much 
demand for money in the market, the low’est rate charged is 9 per cent., otherwise the 
rate is to 12 per cent. 

Business in muddati hundis (payable after fixed j)eriod8) is declining and the baiiks 
•Also do not accept them. Interest charged in this case is like that on pronotes, but it 
is deducted by the bankers before advancing the loan. 

'Thaktjr Ram Singh. 
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There also a decre&fi^e in the hmuiui j[«yftble on demand (caiJcil dar«/f<ini) uu 
account of facilities available to the public from the banks and also of aeiultn^; their 
money in currency notes ihrouj^h insured covers. The rate of these kundi^ is one anna 
to two annas per cenf., and sinnetiines higher rates are charged when there is a larg^* 
demand for money in the market. Higher rate-^ arc also charged where the ertdit of the 
person drawing the hundi is not very great. 

The banks offer facilities to the public in reiuiUing their money tu suiuons where 
they have got their branches by telegram. But the nnmey will be paid to those i>eopla 
only who have got aetMiunts with their branches. In this way, tlie pexsuii sending money 
saves interest of a few days, as the money can l>e paid through a telegram the next 
day at the latest, whereas thnmgh hundite or Uiroiigh insund covers it is likely to Lake 
two or three days, and if currency notes are sent in half ptirtions, then a week elapses 
before the money reaches its destination in full. For this very reason big amounts urv 
sent through banks which charge one anna to tw'o annas j>er cent, and theri'foro tho 
demand of hundis is decreasing. At the same time, tliere is risk in purchasing a kutul^ 
which may he dishonoured at the tune of payment, while there i.s no risk when money is 
sent ilirooirh uell-estuhliHheil Ijsnks. 

Harkhatfi arc fieely used as there is much saving in stamp duty. One anna stainp 
is only used, whereas, in the case* of tlie stamp duty is one and a half anna per 

cent. 


uni This is a tyj>e of moneylender who do money lending <ui a linnietl scale. As 
their ta{‘Ual is not large tliey cannot advance hig loan.s and therefore they take uj) any 
transaction which lliev I’md convenient. The rate of interest in the same as mentioned 
above. 

(jvi There are big muneylenderH m these? provinces wlio advance money on qista. 
They work in several dimricts through their ag«’nts. The iiios* nunrnon kind of qUi is of 
advancing Ls. 10 repayable in Vi monthly instatiiients of Ite. 1 eacli. To a lay man it 
would appear that the rate of interest, charged is Us. i for every Us. 10, t e., iO per cent. 
But, strictly api»aking taking the peritKi for wliieh the money remains inveslt^d the rate (»f 
interest works out to 44 per cent. A statement showing liow this is worked out is attached 
as apjK'ndix “A."* 

Tl'.c other types of qifit.^ also vary' in different parts of these provinces. In aonie 
places Ks. 11 are advance<l which arc re<overahle in 12 monthly inMlalinenlH of lie, 1 
each, while, in otliers, Us. 20 arc advamW recoverable in 25 monthly iristiilmentA of 
Ib \ I each. The rate of interest in these two elasKes is less thnn that cliHTgod on the 
ct.minon type of of Ks. 10 repayable in 12 monthly iustalnientH of Uc. 1 each. 

'v; Monevlending of this type is mnially done by Matrafs. The rale of intereHi no 
petty rnaraents is one pice jK*r rupt© per month or lie. 19 per cent. jH'r month, and 
»r>metimo8 interest la charged at 2 p<T cent. fK?r mensem ; Vmi in the case of ornaments 
of higher valiH*, i.f., of gold, the rate of interest is roduoed to 0 per cent, to 12 iKir cent, 
per annum. Sometimes petty sarrafft pledge the ornaments with hig nioneylendem and hig 
Marrafs at a lower rate of interest than they charge from their cnstorncrK. Thus the 

difference in the two rates of interest is their profit, and they have to do no as they 

work with a limited capital. 

Pawning of gold and silver bullion is not extensive. 

(vi) Moneylenders of this type advance gold and silver bullion to goldsmiths and 

petty sarrafs, at a profit of four annas per cent., and at the same time they take iarkhaU 

from them in which they charge interest at 0 per cent, per annum. Workers are also 

advanced on the same terms. 

(vii) Private limited companies doing banking business in these provinces are very 
few. They do not command the same n^pect as is enjoyed by the Imperial Bank of 
India and the joint-Bkx?k banks of repute. These private banks do nearly the same busi- 
ness as is done by other banks, but their ch^ues arc not accepted by the local banks at 
par. The Imperial Bank of India and other joint stock banks charge four annas per cent, 
for ccdlection of cheques issued on private limited banks. The latter advance much of their 
money on mortgages of pr<^/+y as the Imperial Bank of India and the big joint-stock 

♦Not printed. 
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4 >»iik 0 do not advance money againat ench mortgmge* now, For these leaaond, these 
banka aometiiiR'e charge higher rates of inteiest; in aoxba caaea they have charged 18 to 
04 per cent, per annum. 

(viii) The buaineas of this kind is confined to villages mostly where it is done by 
the zatnindars and the local banias. Generally, the grain is advanced on the sawai (2fi 
per cent.) system and in some places the deohra (50 per cent.) system is also in vogue. 

(ii) Punjabis and Kabulis are well known for their money lending buBiness. General* 
ly, they advance money to such people as are unable to get it from other money lendi^s 
and bankers on account of their belonging to the riff-raff class, which is notorious for its 
desperateness. I’unjabis and Kabulis generally advance small loans at two annas per 
rupee per monthf and their rate of interest goes up to four annas per rupee where they 
think they have to deal with desperadwB and badmashes^ but they succeed in recovering 
their money from them also by force and intimidation. They do not care much for the 
police and other authorities and, therefore, on account of their physical strength, they 
overawe the badmashea as well. I'unjabis and Kabulis also supply cloth on the credit 
system in which they charge a very high of profit which varies between 25 and 50 
j)er cent. If they supply cloth in summer seasons then the price is to be paid back at 
the harvest reaped in Kartik, and if it is supplied in winter then the money is to be 
repaid at the liarvest iviapcd in Jiaisakh. 

The bankers of the first class do not do any other kind of business, but others 
do combine their nioneylcnding business with oilier buriiness, e.g., of cloth, gtdd and 
silver, etc., etc. In some cases moneylending is their jirimary business and in other 
cases it is subsidiary. 

Question 2. — Generally the indigenous bankers do not finaiico agricultural opera- 
tions. yinmindars are advanced money against the mortgage of their zamiridari t»ui 
tonants ji e not allowed such advanof‘s as they arc not permitted by the Tenancy Act to 
mortgage their holdings. The case of permanent tenure-holders and of fixed -rate tenants 
in the perinancntly-Hcttled districts of these; provinces is different as they transfer their 
holdings. Such tenants can easily secure loans against the inortgMgo of their holdings. 
Hince the eslablishmciit of co-operative cTedit societies, Tuoinhers of these stx’ieties iske 
loans from them for seed, etc. The Govcrmyieni advaiu^os taquvi loans for permanent 
improvemt'rits, e.f/., construction of wells, and in times of .seurcily njul famine. Goveriv 
nient also advauce.s taqavi loans in small amounts for purchase of bullocks, seed and 
also Kuhsisience. 

The village batiia is the only hanker who helps pixir tenants in their agricultural 
ofxvrations throughout the year. Ho also comes t-o their rescue where they are unable ro 
got help from their zamindars for seed, etc. 

Indigenous bankers advance money to approved traders by allowing them canii 
credit through sarkhats, and in this case tlio traders wlio take loans are re.quired to 
clear their accounts once every year. In cities, property can be easily mortgaged and 
bankers freely accept such mortgages: trnders lluis utilise borrowed mctney in then- 
business. 

Borne of the hankers, like other hanks, keep goods in their custody and advance 
money against them to the traders. This enables a trader to take delivery of his goods 
piece-mea) as he finds it convenient to make payments to the banker by instalments. 

Petty traders and hawkers are advanced money on the qist system. Tho hawkers 
are also advanced money which is to be repaid by them with interest that very evening. 
The rate of interest charged usually is one anna per rupee per day. 

There is no important industry in the district of Allahabad. There is an industry 
-of utensils-inaking in Barai Aqil, tahsil Sadar, and of manufacturing steel trunks in the 
town proper. Both these industries are not helped by the bankers, as the traders them- 
selves get the articles manufactured in their own factories and some of them are well- 
to-do people and do not require loans. The artisan class is advanced loans on the gist 
system. 

Quitstioft S. — It is not possible to arrive at an accurate estimate of the resources 
of indigenous bankers in the Allahabad district but a rough estimate can certainly be made. 
The capital oF bankers of class (i) is quite large. Excluding the capital of zamindafi^* 
vakils, doctors and employees w'ho occasionally advance money against mortgagee, it would 
amount to about 25 lakhs. The capital of class (ii) would be about 15 lakhs as much 
of the hundt business is done by bankers who also do commission business and also do 
Thakttb Bav 8xnoh. 
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4»di«r irwic, e,g., gram. The oapiUI invented by U:otii m the oommiesion hu^ees aud 
oHiar trade haa Ikw ignored in making the e«$titnau\ The capital of cla«» (iii) ia about 
7 laichB ae bankera of this type al8o do other huniuejitii, and capital invested in it haa beon 
^ ^eatclnded in making the eetiniate. There are nut many impiirtani mont^lendera of class 
<(iv) in the Allahabad district. A large number of them belong to Lucknow and Morada^ 
had. The' capital invoeted in tbia business in AUahabaul district does no cxcotHl one lakli. 
The capital of class (v> is about 1 lakh ; of class (ri) al>out Ks. 50,0n0, the capital of class 
<vii) cannot be mentioned from the incomo tax point of view. That of classoa (viii) and 
fix) is very small. 

Zamindars generally advance grain reciuvcd in rent or produced fnmi their own 
cultivation. 

The volume of busincas of each class of bankers is in proportion to its capital. 
>»oiie invests his entire capital. Big bankers always keep some cash jn hand : in some 
castii#, their rciw^rYc’ amounts to ‘25 p<fr cent. 

Kx{>er}Ke8 of bankers of classes (0. tii) and liii) arc giMierally heavy as tbiy 
have to incur exjienses in going to court. Bankers dealing in hundis bavo sometimes t»> 
mwt heavy bad debts on account of the insolvency of the fKTsons drawing hundur. The 
exjHmsea of moneylenders doing the ipst Imsiness an- also large uiui they have also to face 
bad debts after peri(Kl« of scarcity and famine. The expen.'^cw of other classes, except 
in the ease of jirivato linoted tianks. are quite small. I*unjabis and Kabulis do not know 
bad debts as a rule. 'J'hey have only to face them when the trader dio.s leaving no 
heirs or assets. They sometimes recover their h>anH from friends of tlio debtors if they 
happene<l to introduce them at the tiim? of faking loans. The exp<*n»e« of the private 
lirnite<l banks art‘ in proportion to the volume of the business llicy do. 

The net yield of l»ankcr.s ( f classes (i), (ii) and (iii) comes to about d [>er ceiU.i that 
of bankerh of clas^ liv) to about 21 per cent., and of <lasrtcft- (v) and (vi) to about 12 [w^r 
cent. I am nnable to ‘^Intc the net yield in the rase of private limited banks. In the 
case id runjabis and Kabulis, the net yield is about 150 per cent. 

Grain Ici rlers bave to npend very little in their grain hmding bus’ness as gram 
is rtfturncd to them at tlieir tiouscs and bad d<bts are also r:ir'‘. Therefore, the grain 
received by way of intere.-t represents ll»e mt yield. 

(iue Mfton 4. — I'liere are no financial bouses in tluse jirovinces deahng nobly in the 
provision (»r credit facilities by piircbaso and sale of hunditi and other bills of exchang*- 
similar to the Chottia of Madras and Rangoon. Their absence is due, firstly, to lack of co 
operation among the bankers. Secondly, these provinces have been bar-kward cxiiicationally 
as compared with the Madras IVeHidenev, As banks bad C8t«bh**bcd their hranchca ’n 
all important cities people never cared to establish sqch Ihuihc.h in tlusc provinces. 
Thirdly, Ibo busincs.s was in tlic hand.s of Marwuris largely who have lieen dealing 
in this business in their own w’ay along with other trade for gc neratioriB, 

^ue'h’ofi 5. — Accounts are generally kept in the well known mahajani system. 

Borne of tiie moneylenders keep only a hdger account luvtk, while some of the sarrafs 
doing pawning business attach pieces (f paper {parchax) to the ornaments of the person 
taking the loan, on which they note the name of the dcditor, weights of the omameniBy 
rate of interest, etc., and they settle t,bc account with the help of these chits of paper. 

B , — Raising of fundv by indigenous hanker,i 

Question 1. — IJuJidis arc id two kinds- — H) darshani hundis (payable on sight) and 
iu) muddati hundis (payable on the date fixed in the hundi). 

Tliere is a big decline in the hundis parable after the expirv of the period fixed 

in the hundis. The hundis pavable on sight are still used, but they arc also loving 
ground on account of the facilities afforded by hanks to people who want to send money 
and the existence of facilities in sending money in the form of currency notes through 
Insared covers. 

Bamnies of hundis, promissory notes and sarkhais are aftnehed herewith — Appendices 

to 

Question 2. — ^Bankers generally advance loans from their own rspitah Some own 
government securities and other kinds of securities and also hsvo fircA deposits with 
the hanks, and in case of necessity they take overdrafts from thff banks against their 
security to meet the demands ma^ on them. 

Kot printed. 
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They tftke overdrafts from the IttiperiaJ Bank of India and the joint-stock banka^ 
. eifainst the security of gilt-edged »tx;iirities which are left in the custody of the banks. 
The latter do not allow any cash credit. In certain cases, the Imperial Bank of India 
and the joint-stock banks accept hundis of approved constituents if they are duly endorsed* 
by the person in whose name they are drawn. Such hundtg are accepted by the banka- 
to the extent to which the credit of their constituents is noted in their confidential note* 
hooks. If the Imperial Bank t>f India thinks that a ceriain person may be advanced 
one lakh of mpees, they would accept his hundi to that extent, provided it bears the 
endorsement of acceptance by the person in whose name it is drawn. The banks also 
take into consideration the credit of the person accepting the hundi. In rare cases, banks 
allow cash credits for small sums. 

People of well-known financial position sometimes feel annoyed when they are not 
allowed overdrafts without security or without suflBcient security. The banks cannot be 
forced to allow cash cnidits to them w'ithout any security. 

Question 3. — Indigenous bankers receive de[)o8its for one year and sometimes for 
shorter periods, (feneraily they allow G per cent, interest, and sometimes allow with- 
drawal before maturity. They return the money after six months or even within shorter 
periods if the person who made the deposit w^ants his money back. In such cases they 
reduce the rate of interest, though tliey have been known sometimes even to return the 
money with interest caiculRted at full rate. In the slack season, bankers allow lower 
rates of interest, and when there is much demand for money in the market, they would 
receive the de|X)sit8 at 6 fM*r cent. 

a . - Advances hij indigenous ban hers. 

Question 1. — I bave already described the methods in which indigenous’ bankers 
grant loans and allow cash credits in my reply to question 1 under the bead A. — Organisa- 
tion of indigenous bankitig. Casli credits are allowed to approved traders through 
sarkhats and the bankers want their accounts finally settlt^d once in every year. As 
regards mortgages it depends upon the terms agreed upon and entered in the body of the 
mortgage-deed. In the case of pronotes and aarkhats, there is always a verbal under- 
standing about the time for payment of the loan and interest and the parties generally 
act upon it. 

There is no security against pronotes and sarkhats, while, in the case of zamindari 
and other landed property, property is liypothecated in the mortgage-deeds. In the case 
of loans against ornaments, the latter are pledged and left in the custody of the banker. 

In the case of mortage against property G per cent, per annum interest used to be 
charged, but for the past few years interest at the rate of 9 to 12 per cent, per annum is 
charged and sometimes loans are advanced at even higher rates. The rate of interest 
always depends on the nature of the security offered. I know cases where interest at the 
rale of 24 {ler cent, per annum has been charged, but such cases are few. In the case 
of pronotes interest at the rate of 9 to 12 per cent, per annum is usually charged. Some- 
times higher rates are charged, e.g., 15, IB and 24 per cent. The rate of interest depends 
upon the financial condition and status of the borrower. In the case of hundis interest 
at the rate of 6 to 12 per cent, per annum is charged, which is deducted in advance. 
In the case of simple bonds (tamassuk) interest at the rate of 12 to 24 per cent, per 
annum is charged. 

I have already described about gists and pawning of ornaments in my reply to 
question 1 under the head A. — Organisation of indigenous banking. 

Question 2.— -An agriculturist is charged the minimum rate of 24 per cent, per 
annum by way of interest for cash loans and 25 to 50 per cent, per annum for advances 
in kind. In tlie case of advances on gists, Ukhai is also charged which varies in different 
places. Generally, it is charged at two annas to four annas per gist. 

It is not possible to itnprove the organisation of banking in such a way as to reduce 
the present rates of interest, and a reduction in the rate of interest will not heoefit tlie 
agricultural community': the benefit is likely to be intercepted by the village moneylenders. 

Question 3. — Generally, bankers do not allow their clients lo inspect their aeeountSr 
thinking that they would not he able to read them as they are written in 
Sometimes they allow respectable clients to see their accounts and not the acoonnt boelKS 
as a whole, 
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D. — Exchange and moneg market. 

(^tic.stiON 1. — Theri: is no kHral exchange anti liiouty market in the Aitahabnd 
4iatTkct. 

(Question 2. — I have already described the part playtd by hMkursi in the sale and 
purchase of hundis and iu negotiating loans in iny reply to question 1 under th»‘ head A** — 
Organisation of indigem»us hanktng, I do not ^now what part the hroktos play m the 
exchange and money market as iliere is no siirli market in tlie Allahaliad district. 

Qucfitfon 3 . — Hundus are |iiirchas<‘d and sold at one anna to two annas per cent, for 
internal remittance. Hometiinett four to five annas are charged when there is much de- 
mand for Ituridis in the hazar. The rate always depends uix>n the creniit of the ^H^raon 
druwin;^^ tlte hundi. 

To obtain credit by means of muddati hundis higher rates are to be paid. Interest 
is generally charged at the rate of n> 0 per cent. p^T annum and the rate alw'ays de- 
pends ujKui the slackness of tie- market «>r otherwise. 

There are scusinial variations in the rates at which hundiK are purehast'd and sold. 

If the Imperial Think of India increases its ratss, then the rate in the bazar also 
increases, 'fhe imperial Bank of India generally lowers its rnto when there i* «bickiH>sf 
in till* bazar and consequently th.c rate in the bazar also declines. 

E. — Defect^ of tttdnjeitous hanhifuj. 

Qtti'Hion 1. — The ]Hiblic is not generally against indig» nous bankers. 

Quest ii^n ‘d. — huligcnisis biinlvcrs er'perteiK'c ditVK-nltii^ ii> fighting Hicir eases in 
o<‘urt on ac('(»unt f>f adjournments which delay the final deiosion, and eonsiNinently they 
renliHc their nionev aftrr scvcr il vctirs in .Mime c as<v. Tlu'v want that the cases shouJtl 
f»e speedily decided and decrees also exei'utcd without any undue delay. Bankers are 
also handicapped on account of the Insolvency Act. 

Question 3. — Bankers are suftici<‘ntly protected in law lujt for flio Tnsolvciiey Act. 
They would welcome the abolition of the Insolvency Act, and ti»e pfsqde who do not 
want to pay t)ack others' money .should i>e made to feel their criminal resjxinrtihility. Ah 
long as flu Iij«(dvency Act remains in force, debtors can successfully defeat their creditow. 
Mcweahle property is removed in such a way as (o c*scaf>c the clutches of credilors. 

Qfeslion 1. -GeneraMy sj>eakiiig, the dealings of indigenous hankers with tlwair 
«'li**ntcle are rpjiic fair. In some rasoM ihc l*ankcrw ari' dishonest and the del»tor never 
hccoim-s free, of drht although he has paid twice or thrice the cajutal. To put. a atop 
to fraiuh' hankers tmust l»e made to issiie receipls fnr payim-nts whrri rec4t*ived 
from the- debtors. An oldigatory duty must he placed ui»on tlu? Iiankcr to issue receipts 
as the drl)tors of the iigncuKunil and labour chiHscH are inowtly illiterate, anil they 
cannot demand receipts to incur the displeasure of their inoneylernh r w'lu> lias advanceil 
money to them in times of distross. Secondly, hankers must he made to niainUin re- 
gular account hooks and they should oVitain a licence from tVie Government for doing 
moiiovleiiding husinoss. If any person wlio dot's nr>t h^Jd a licence to advance money 
his claim slutuld Vie summarily rejected Viy the courts. 

Quesfion 5. — lodigonoviH liankers generally meet all aceeptahle demands, but if any* 
bixly wants a loan of a higher amount than the moneylender can afford, then certainly 
the demand has to Vw refiised. If a moneylender is worth five lakhs of rupees and if 
he be asked to advanee a Joan of ten lakhs of rufiecH then lie is sure to refuse siuh a 
demand. Indigenous bankers soirietimes Isirrow money from bigger bankers and T cannot 
fbiiik of any other way ffir extending their resources. 

F. — Co ordination . 

QueH4on 1. — There is no oo-operafion between indigenous hankers of the same claaa 
or of different classes. Where are gcxid relations one can Viorrow money from the 

other. Ordinarily bankers of importance do not approach other bankers for loima on 
account of self respect. 

Thakttb Bam 6ixgh. 
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The Imperiftl Bank of India and the joint-stock banks do not advance loans to- 
indigenous bankers or others without any security except in special cases where they 
advance small sums of money to approved customers on credit. Co-operative banks allow 
loans to their societies and members only. They receive deposits on interest from the 
public but ordinarily do not allow loans to the public. 

The Imperial Bank of India and joint-stock banks do not show any preferential 
treatment to indigenous bankers over other customers. 

Question 2. — There is no co-ordinalion between indigenous bank/rs and other banka 
in the provision of credit to trade and industry generally. I do not think any co-ordina- 
tion is possible. 

Question 3. — Much difficulty is experienced in the collection of cheques on indigenous 
bankers working in mufassil towns as the local banks would not accept cheques drawn 
on them at par. Ordinarily, the hanks refuse to accept their cheques altogether. If the 
banks can be made to accept their cheques and collect them for their custoiviors without 
charging any commission, then indigenous hankers would come into prominence at once 
and the public will have much facility in hanking business, in big banks pcniplo have to 

wait for a fairly long time to cash their chcHjues. ^ 

G. — Consolidation of indigenous hanlcs. 

Question 2, — Inciigcnous banks would certainly secure an increased client tUe if they 
w^ere recognised by Government. 

The conditions of sucli rcsognition should he that the balance sheets of the hanlcs 
should be made public. 

Question 2-A. — It would he desirable to set up a class of licensed or registortal 
moneylenders. They should he allowed special facilities and privilege.^ hy the Htate 
(Government) in recovering their dues. In tiio first jilace, the rate of e(juri-fe('s slioiild 
mluccd in their eases; and, secoiully, tlieir <*hiim for r<.><*overy should be placed at par with 
the co-oiHTative societies or just after their claim, hut liefore the claim of other creditors 

hJo restricUon should ho jilaeed on their mon(*ylending busim^ss, but they should not ho 

allowed to carry on other trade, and a maximum rate of interest should be also fixed 
in their case. It would not be desirable to reatriet their lending to productive piirjioses- 
only, hecaiiHo if this is done where will the p(H)r agriculturist find money for his otlier 
needs? If he is to go to other |km)J)1c and pay a higlier rate of interest then the present 
trouble would continue. 

Question 3. — Indigenou.s bankers would w-olcoinc the introduction of rnea.sures de- 
signed to regulate their operations, but they would not like the publication of their balance 

sheets as iu their absence [Hoplc do not know their real worlli and the bankers do luiC 

want to expose it. 

Question 4. — There are .several months in the year wlicri money lies idle in tiio 

hands of indigenous bankers. These periods vary according to the time when crops are 

brought for sale in the market. Educated people have begun to keep money for shorter 
periods wnth the banks if the latter are jireparcd to accept them, oiherwise the money 
remains idle with the bankers. There does not appear any tendency for ils being con- 
centratt^d in importunt trade centres. 

It is not possible to improve the organisation of lending and borrowing so that 
these funds remain in the district and find remunerative employment there. 

Question 6. — The indigenous banking system in Allahabad is connected with the 
principal money markets of Cawnpore, Calcutta and Bomliay through hundis. 

The establishment of a bank on what are known in Germany as “commandit’* 
principles would be desirable. But as no such bank exists in these provinces, I cannot 
say how it will work in this country. There is much jealousy among the people hera 
and therefore it will be difficult to work such a bank successfully in this country. 

Failing the above proposal, I would suggest the establishment of a Central Keserve 
Bank by the Government with branches throughout the country. Traders will welcome 
such a bank as all will have equal facilities and there will be no preferential treatment. 

H. — defects in statutory and customary Jaw regarding recovery of debt. 

Question 1. — The statement given in the questionnaire appears to me correct^ 
being full of real facts. It is common knowledge that much delay takes place in the* 
disposal of suits in the civil courts as described below — 
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In cjwses involviog large ainounts, e.g., big mortgagee, etc.. >Nhic!i are field before 
eub-jndges, three U> four years elapse including the judgment of tlio High Court, One 
to two years are taken in the sub-judge s court, and about two to three years are taken 
in the High Court for the bearing of the first appeal. 

In cases which are file<i btfore the mimsifs, the first appeal lies to the district 
judge, which IS ordinarily heard by the sub-judge, as he is empowered to hoar their 
appeals. The second appeal then lies before the High Court. For about three yearn 
a creditor has to wait ineluding the peritxl 8|ient at the High Court as follows 

(!) Six months to a year before a inunsif ; 

(ii) Six months to a year before a sub-judge; 

(lii) One or two years before the High Court. 

Tliere are twelve Judges working in iho Allahabad High Court at present and they 
have succeeded in reducing the pericKl si>ent at the High Court fi>r tlie final diKfmsal of 
appeals, but the timo apetit at the High Court is still considerable. The first apjx'als 

of lihJ? are being heard at the High Court at present, while seeond iijipeiils are of the 

years 19*27 and 1928. Wlien the stn-ond appeal. s are uoi admitted, as they are admit ( ihI 

only on points of law, the time taken is much less. 

We have also to consider the time spent before the Privy Couneil. Ihii we leave 
it out of aecount for the present discussion as a few eases of this type go to the Privy 
Council. 

A large number of money suit.s is filed before the Judge, Small Cause Court. 
Three inonihs to a y<*ar are spent in his e<;iirf. 'riie objections raised befon^ bim by 

the tliird party are also suinmarily decided, but tlien tbe third parly can file a regular 
»uil before the inunsif and can stay the execution priH'cedings. 

I have already described above tbe initial ditViculty of lime spent in tbi> ileeision 
of a monetary suit which a creditnr experiences in recf»vering liis money. The pcritKl of 
the iiendency of a suit also increases; sometimes on aceount rd udjourninenls at the 
instance of liie * pposite party, and sometimes on account f»f the luMivy file of the presiding 
officer or on account of his indisposition. I have also said about the third piirly’s dragging 
the objection liefore the rnuriHif by filing a regular suit in respect of tbe atiuebod pro- 
perty. Of course, be will have to deposit the security money, but. the lime spent in tbo 

decision of bis case ineanB delay to a creditor in ret'overing his money. 

Then rnotlier difficulty wliicli a creditor lias to ('rx'fiunter is about the dcditor's 

applying for insolvency. Some people now re.idily go into the Insolvency (’onri. In 
the past jieople, on account of their good name, .sl)imne<l flu* ide.i of lieing declared 

bankrupt, but dishonest people these days take hIk’Uit under tbr^ proeeialings of IIki 
I nsolvency -<’ourt to defeat their ereditors. bk>rincrly. a cjaslitor to m'over hin money 

iiscjd to find out the assets of his det>tor, but n<nv mi account of the inHi>lvcricy proceediuga 
he does not take this trouble because ho thinkH that he will get his share only out cf 
the assets vhile other creditors w’ill also get their Hhares for taking no trouble. 7dii« 
idea works in the minds of all the creditors with the result Hint none cares to trace 
hidden assets or property of the debtor. Only those creditors whose large amrumts aro 
at stake do take the trouble. 

In the case of mortgages, intricacies of the Hindu Haw play an imfvulant i»;trt, 

in prolonging the liligatkui. For this very reason the important hanks of the type of 

the Imperial Bank of India and the Allahabad Bank. Ltd., do not allow nd vances on fliO 
mortgage of landed projierty. A creditor has, therefore, to meet the ofijoefions of the so- 
called menil>erH of an undivided Hindu family. In short, much of the difficiilly nrifivs from 
the side of the debtor. 

For the quick disposal of suits, I would suggest the hdlowing reiriediew ; — 

(i) ThcTe should be an increase in the number of judicial officers. I think the 

Ooverninent will collect a large amount of monev in the shape of coJirt- 
stamps, because those small creditors who do not go to court now, 
thinking of the trouble they have to take, will readily file suits wdien they 
will realise that tliey will recover their money in n verv short, time. Tbe 
debtors also, on the other band, will try to liquidate their debt.s thinking 
that they will not be able to evade payment easily. A« time passes they 
Buccessfully remove *he immovable property and also transfer the immov- 
able property if it is ot a subject-matter of the suit. 

(ii) The p^iw^ers of the Tiidgc'S, small ranse Fotirt, should he raised from Rs. 500 

to Rs. 2.000 or even to Rs. 5,000. The officers should be trusted to decide 
Bummarily tbe large monetary suits. 

Thaeub Ram Sikoh 
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<iii) SuitB relating to immovable property in connexion with morgagea up to 
the value of Be. 5,000 should also be brought within the competence of the 
Judges, Small Cause Court. 

(iv) The insolvency courts should be abolished. 

(v) Iversons applying for iiisoivency, if they hapjr^en to be in service, should be 

dismissed from their pc)8t8 the moment they are declared insolvent. At 
present railway employees, for instance, freely go into the insolvency court 
without fear of lo.sing their service. Half of thejr pay is attached and they 
are alh)wed to enjoy the other half of their salary. Thus the creditors 
have to wait long in realising their dues. The fear of dismissal from ser- 
vice will deter all these employees from running heavily into debt. At 
present they quietly borrow from two or three bankers at high rates of 
interest with the result that they find themselves utiahle to pay off their 
debts. To save harassment from the side of the creditors some of them 
apply for insolvency. 

Question 2. — I am not prepared to agree with the conehision of the Boyal Com- 
mission on Agriculture in India as given in the questionnaire, because in my opinion 
tile Usurious Ijoans Act is not a dead letter in the United rrovinces ab the Judges of 
the Small Cause Court are using it nearly every day. 

The greatest defect is that a reasonable rate of interest has not been fixed in 
the Usurious Loans Act, and the rate of interest to be allowed depends upon the 
mentality of the presiding officer. Ordinarily, in the district of Jaunpur, small loans are 
allowed to tenants and to other poor people at interest amounting 1o 2 per cent, per 
month or 24 per cent, per annum, and decrees are allowed at this rate of interest; while 
in the district of .Thansi, the usual rate of interest is two pice jier rupee per month or 
Bs. 3-2-0 per cent, per month or Rs. 37-8-0 per cent, per annum, and deerties in that 
district are allowed at this rate of interest. 

Another defect is that amounts paid by the debtor w-ithin six years are also to he 
taken into account at the time of passing a decree. The Act cannot touch simply those 
transactions in which decrees have been obtained. 

Sometimes the debtors do rK»t raise any objection about the bigli rate of interest. 
The power has been given to a Court to take action on its own initiative where it finds 
that the rate of interest charged hv a creditor is unduly high, hut the Court finds itself 
ID an awkward position for want of objection on the part of the debtor. 

A suitable rate of interest should he fixed by Btalute. What is n reasonable rate 
of interest is always a question of fact. There are rulings of the Privy Council in which 
interest amounting to 24 per cent, per annum on mortgages has been held to be reason- 
able. These rulings relate to the period prior to the passing of the. Usurious Loans 
Amendment Art of 1926. Twenty-four per cent, per annum interest is held reasonable in 
cases of mortgages, and a higher amount must be considered reasonable when debts are 
unsecured. 

Another remedy in my opinion would be not to albwv the closed and settled acconnta 
of debtors to be re-opened at the time of passing a decree. When a debtor willingly 
settled a transaction, though it was of n high rate of interest, it does not look proper to 
re-open it in connexion with a subsequent transaction. 


(For oral evidence see pages 277 — 287.) 
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ORAL EYIDENCE. 

Laoknow, Febraary 1, 1930. 

Present : 


Mb. K .a.. H. BirNT, c.r.K., o.u.i:., i.c.s., w.l.c. Chairmatt, 

Mohan Lal Sah. m.a., llh. Member, 

Dr. L. C. Jatn, m.a., LL.n., rb.n. Sfi : rcfortj , 

il) iMO UAIiADL H PASDIT LA( HUMAN SITA HAM KHEH, 
Assistant Commissioner of inconieAaZt Cawnpore, 

(*2) TIIAKUH HAM SINGH, B.Sc,, Commissioner of Income^iax^ 

Benares. 


The ( lid 'mao : Vtn; will rvineinlMT that ;ycttrH ago tlie iinniitium liinit for a«8cs«* 
nient of iiu'oiiic lax wjim at ooe time Kh. l.OtX) and at another time it wag lU. 600. 

Mr. Ham Sin<j}i : Ves. 

The Chairman : Now ii fitviiiH to me if you discover figureg gimilar for those lower 
incomcH in those years at that time, then you can estahliflh a projx^rtion Iwtwcon tho 
higher ineomeft and th<; lower ineomcft in tlie.^e days. 

Mr, Sher \ 'rhere might he this ditVunlty that the rates at that lime wore differont. 
There are almut five diffrreiu rates now. 

The Chairman : What you will liave to estuhliah ig tho amount of the Bctual 
income that lias been asriogsed on interegt. I underHlaml you having taken your Ogarea 
of inUTesi ussessed, you could work hack to your capital. 

A/r, Kher : Yes. 

Thi Chairman : Of course, you will 'have to do tho flame thing then. You will 
aimply have to take voitr interest that w^as a»HeB«e^l at that time. 

Mr. Kher : There was no record, 

Mr. Ham Sinqh : Tliat wras the year 1918. In 1910„tlie minimum was raised from 
Bh. 1,000 to Ufl. 2,m. 

The rhatrnian : Tlial vNas us a matter <d fact just before the new Hystcni came in? 

Mr, Ham Singh : A little after that. The new gyfltem came in 1918 and the 
taxable minimum was raised in 1919. 

The ChoirwiflR : W’ell, if you c/mId not ,get it that way, you could probably get it 
by a rough projTortion. You could get the total as»eB»ment of thofle years probably from 
the reports. You wr>uld take the proportion of total income under Ii«. 2,000 of all sorts 
in 1919 and apply the same protv, irtion to your figuroB for tboso yearfl — 1928. It would 
he a rough prop<irtion. Then, of course, you could tell us even now from your figures 
what the prop<«rtion of income derived from interest is. 

Mr, Kher : Yes. 

The Chairman : If you gave us that we could apply them to the other cases. 

Mr, Kher : Yes, we will g ve you the proportion. 

The Chairman : If you .did that it would be merely a matter of worldnir it OQ 

the basis of the 1919-20 figures. 

Tbakub Ram Binoh and Rao Bahadur Pandit Laohrman 8ita Ram Kheb. 
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Mr. Ram Singh : In those years the income assessed was not known; only the tax 
that was assessed and collected could be known. But now the Devolution , Boles having 
been enforced we know the income assessed. But the difficulty is that on that income 
we cannot work out the income derived from moneylending. 

The Chairman : I do not say you could. What 1 say is that you do know the 
income assessed now, and you also know the total, and you also know the income 
assessed in 191B. 

Mr, Ham Singh : We do not know. We know the tax. 

The Chairman : Can’t you work back from the tax to the income? 

Mr. Ram Singh : It might be possible roughly. 

The Chairman : Was not it a fixed tax from Bs. 1,000 to Bs. 2,000? 

Mr. Ham Singh : There were different grades. 

Mr. Kher : But those grades were done away with in 1918, 

The Chairman : WTiat was the position in 1918? 

Mr. Kher ; There was a four pies rate from Bs. 1,000 to Bs. 2,000, a five pies rate 
from Bs. 2,(X)0 to Its. 6,000; six pies from Its. 6,000 to Its. 10,000; nine pies from 
Its. 10,000 to Bs. 26,0000, find twelve pies above Its. 2r),(X)0. 

The Chairman : All I want is some sort of figure on \\hicli we can base a propor- 
tion. 

Mr. Kher : We will give you some rough estimate and explain. W^e can give you 
an estimate without any claim to accuracy. 

The Chairman : Are you fairly satisfied that your sub-division here between village 
and town is approximately accurate? 

Mr. Kher : It is approximately acourate. 

The Chairman : You cannot say more than that because a lot of town moneylenders 
lend in the villages? 

Mr. Ram Singh : It is difficult to make that discrimination. 

Mr. Kher : Apart from that there is overlapping also. 

The Chairman : No-w, you have given us figures for ccjiumercial moneylenders 
proper in only three places — Cawnj)ore, Benares and Allahabad. 

ilfr. Ram Singh : Yes, outside these places there are hardly any commercial money- 
lending firms, 

Mr. Sail : W'liy, there are some in Kashipur. 

Mr, Kher : But they must be on a very small scale. 

The Chairman : How’ would you regard a firm like (naming it)? 

Mr. Kher : They are indigenous bankers. 

Mr. Ham Singh : They carry on both commercial moneylending as w^ell as town 
money lending. 

Mr. Sah : What do you mean by commercial moneylendigg ? 

Mr. Ram Stngh : W’e mean ihoao persona who predominantly carry on hundi and 
deposit business. But so far as tliis firm is concerned, they carry on both hundi as well 
as tow’n moneylcnding business. 

The Chairman Well, as regards (naming a firm), are they eomraercial money- 
lenders ? 

Mr. Kher: Some are, some are not. 

The Chairman ; Here in this statement you have got no banking capital. 

Mr. Kher : The figures relate to indigenous business and do not include the capital 
of joint-stock hanks. 

The Chairman: You mean where they are joint-stock banks? 

ilfr. Kher : Yes, joint-stock banks are not included in these figures. According to 
your definition given in the questionnaire we could not include them in the figures. 

The Chairman : You may give us figures for joint-stock banks assessed in the 
• United Provinces — not outside. In doing so you can make a distinction whether they 
are a private limited company or a public limited company. 

Mr. Kher: Yes. 

The f'hairman : All we want to get from the joint-stock banks is a copy of their 
balance sheet so far as it applies to the United Provinces and one bank has promised t) 
give me those figures. 

Mr. Sah : You have stated in your memorandum that the landlords have no difficulty 
in securing long-term loans. What is the maximum period for which the long-term loans 
are granted ? 

Thakur Bam Singh and Bao Bahadur Pandit Ijaohiiman Sita Bam Kher. 
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Mr, Ram Singh i I caunot tell you exactly, but 1 tliiuk they get ioing’term ioaiMi 
iot three or four years. 

Mr, Sah : And redemption is not insisted on till 1‘2 years? 

Mr. Ram Sm<jh : Because the suit is to be tiled withm 12 years if Uiey do not 
(|»ay. Generally these Joans are advanctid with a view to [purchasing the ^umiwdan. 

The Chairman : But is it ni>t a fact that liwy can to a certain extent lengthen 
tile period by reiuwing llie uiurtgage? 

Mr, Ram Singh ; Ves. In that \Miy Uie periiMi is again iucrcased. 

Mr. Sah : And payiueni is not aivepteti by instalments? 

Mr, Ram Singh : No, aivoiding to the conditions. If the CTinditions ate laid down* 

then they will accept, otherwise they will refuse to accept part [layineiit. 

The ( hatrman : They refuse to acce[»t [lart )>ayint*nt l>e<auso they want to make it 

•ditVu uli, to rejiay 

Mr. Ram Stngh : Ves. 

Mr. Sah: Jf the occupaney right is given nnliiuited trangfi rahility , would it not 
lead to the transferalulity of land from the cultivatiug classes to the non cult ivatmg 
'Classes ? 

Mr. hher : I liave already |M»iuted out that there is great discussion on lliin (jUcstion, 
wliellur tilt* right of land should Ik given to non-oeeupaiu y Itmants. Of course, llint ia 

<Uie wiiv in which it W(Uiid he ]‘ossihle to give iliein credit. But whellier it would b« 

iolvtsahio to give litcin rigid of transfer is a differem matter. 

Thr ( htnrtiunt ; Arivl uImi wleihcr it de-iralde to gi\e them any more ertalii. Bo 

you tlniik tiiat the I, and Aiunata'n Act ouglit t<» hi* ext<>iuied to tlu- whole of the jirov- 
ima ? 

Mr. Ram Snigh : VC'S. li will do good. It will not allow ihc ramtiulan or tenancy 
to }ja 89 out ot the haiid' of the people who are iloing cuUiviition WMrk. 

Mr. Khrr ; But tie oltjeci will conflict with the aims of the Bunking Knrjuiry 

(’om in it tec 

Mr. Siih . Will it not lead to a decrease in the value of land? 

Mr. Kher : In Buiulelkhand the e ffect was hotli fc* d<‘ereas<* the value of tho 

jimpi rty as well as to restri<‘t tlie sale of pr<»perty. It is good ho far as it restricts thn 

I'iale. other*A!s<' !aml would liave ['us^ed into ihe hamls of nt>n I'ult i^ atoiai. 

The ' : Ihit ph\asc <lon't think Unit the Banking Kmmirv Committee** 

sole (ie^-ire i** lo find oni umre credit. We have come to the eonelusiori that n gfsd deni 
< an bo d.oiie )>y (audroUmi? the credit that there is. It, red inortdy a fjuosiion of finding 
more, hut of (onirolJmg what you have already got. Ami it ia obvious that an act of 
this kind muk« s sales more ditTieult, but it dwa restrict; credit. 

Mr Sah : Connng to tlie qmvtion of occupancy riglits, do you Ibiiik tbiit the purposes 
of both } >rroM ers and land mortgage banks nil! l>c H^rved if the aauMiv given in their 
favour 1.0 (o r peralive s<H»ieties and land niiutgagr* banks? 

Mr. hher: r(j(.pc*ral ive soci'ties prHcti<ttlly mean agricullurtil cIushcs. 

Mr. Snh : The object, of course, is to redeem tlu^ present delits of tlu' tenant, and 
to pay them the rnoiiev from the. land rnortgag** hunk on lt>ri'v‘ f* rni cre dit and arrange 
"that it will he payable by instalments. 

Mr J\h('r : T tliink it is a g^Kid idea. 

Mr. ,'Vi/f : Bur tJuit could l»e done only on tie- security of laijd, Pnp|>osin;'i thfi 
occupancy rigid is not made transferabb-, it v ould lie rather difficult for the tenants to 
obtain crinlit ? 

^fr. Kher : Ye^. Yf*u mean to say that the ixa iipanev tenant might be given a 
regtricted right of transfer in favour of your co-operative Hocictics and land mortgage 
banka? 

Mr. Sa}i : And for genuii*e purposea, 

Mr. Khrr Yes, T think so. 

Afr, Ram Singh : Do genuine purfioses include a wedding? 

.Mr. Sah : Genuine puiposes will be repayment of earlier debts and other productiv# 
|«irpo«efi, tlmt is permanent improvement of land. 

The Chairman : What I about earlier debt is that it invariably is not the fault 
tif the present debtor and that you are doing a perfectly legitimate act, in asnisting him 
io repay that earlier debt. But I should restrict the occupancy mortgage soJely to repay- 
ment of earlier debt. If a man wants to build a well it in a small matter; at as a matter 
-of one or two hundred. He ought to be able to do that without mortgaging bis land. 

^HAKDR Ram SfsoH AND Rao Bahadur Pandit Lachhman Sita Ram KHim, 
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Mr. Sah : Now coming U) indigenous bankers, wbat kind of Anglo-Indians take 
loans fj-oiu Kabulis : 

Mr. Kher : 1 mean Uie j[x>orer classes, mostly railway employ tea. 

Mr. 8ak ; You consider Lliat 10 per cent, is usually the loss on bad debts and SJ 
per cent, on the expenses. And these j)erct*ntages relate to the incomes received by w'ay 
of interest? 

• Mr. Kher : Yea. 

The Chairman : In otiier words, the xnaii's interest is not his profit? 

Mr. Kher ; Not ejihreiy. Thai is minus his ex|»eiises of inauageineiit. 

The Chairman : And, llicrefore, allowing for the tlimsy character of the security the 
high rate of interest is not really as bad as people are apt to think. After all, we ail 
have, even Government has, to cover these bad debts. We have to put on a rate of interest 
sufficient hi do that. And the moneylender is only doing jirecisely the same thing, only 
tliat his had debts hapjien to he considerably larger than those of Government, and there- 
fore be has to considerably increase bis rate of interest. The amount that we allow for 
bad debts, taqavi or loans to local l)odies — whalever it may be — varies from to ‘2 per 
cent. 

Mr. Ram Singh : And liad debts will vary with the nalure of tlie security. 

The Chairman : Exactly. Government, as n matter of fact, allow’s from IJ per 
cent, to 2 ptr cent, for bad debts. 

Mr. Ram Singh : I think this W'as the princi|)le w’hen the Government had to 
borrow during tiie war. It; de|>end8 on the credit of the ordinary borrower. Even the 
United I’rovinces Government loans were raised at per cent., and wctc offered at 93. 

Mr, Sail : Is not the reduction in remittance eharges l>enefieial to trade and indus- 

try V 

Mr. Ram Singh : It is certainly. 

Mr. Sail : You are of of>inion that the cause of supersession of the discount houses 
is tlie lowering of rates of rciriittance due to the Imperial and other hanks’ exchange 
activities V 

Mr. Kher : That is so. 

Mr. Sah ; But the discount hoiise.s do very large hiisiness in discounting usance- 
hundift, and of late facilities for re-discounting such hundis at banks have increased; also 
re-discount rates liave consideraldy come down*? 

Mr. Kher : I cannot answer that question otT-hand. 

The Chairman : One iKiint that strikes me is that in so far as discounting and 
re-discounting of hundis is purely for remittance, charges, other methods of remittance 
available will jirohably have some effect on it. For instance, now you can send money 
by post- very easily and the banks with their very large number of hranclies wdll be pre- 
pared to remit it for you. It is merely a question as far as they are concerned of 
sending a letter. 

Mr. Ram Singh : Y^e.s. I have said so in my reply. 

Mr. Sah ; And these discounting houses generally do business in usance bills? 

Mr. Ram Singh : Yes, they are meant for credit purposes — to obtain credit. 

Mr. Sah : Do you think that the reduction or abolition of stamp duty would lead 
to a revival of the use of usance bills? 

Mr. Kher: It may to a certain extent. 

Mr. Sah : Just now the position is this, that these hundis are generally drawTi for 
days on the average, so that the borrower has to pay about, nine pies per month, 

and that comes to something like nine annas per year. So it means an increase of inter- 

est by nine annas per year. So in case the stamp duty is brought t-o the level of demand' 
pronotes, would it not lead to more use of muddati hundis 7 

Mr. Kher : Yes. 

The Chairryian : And you would consider that desirable? As far as I can see the- 
present situation is that it is unprofitable ever to have a mnddaii hundi if you can have 
anything else. At the same time a muddati hundi is a most important negotiable instru- 
ment, because it suits the person w^ho does not want to pay at once. 

Mr. Sah flome of the indigenous bankers, including commercial moneylenders, have* 
complained to us that thev are not able to obtain adequate facilities at the tmperial Batilr 
and other joint-stock banks. How far is this allegation true? 

Mr. Kher ; Tlje allegation is quite true. 

Mr. Sah : Can you point out any cases in this province? 

TifAKtTB Ram 8inoh and Rao Bahadttr Pandit Tjachhman Sita Ram Khtui. 
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Mr. Kluf : The main difliculty is that ibe banks have no a<5curata information 
rogarding the hnanciai {Kisilion of the peniiins concerntKi. They are not iu Uiuclit and ona 
solution of the didiculty that wcurs to me is that the present reatriction in the Incomadnx 
Act uiigiu he relaxed to a I'ertain extent to enable the Imiicrial Bank to obtain information 
tnnn the Inconu tax department regarding the iinwaey lenders. How far Chivernment will 
agree to relax this provision 1 cannot suy. There is a very strict proviHion in section 54 
of the Ituoine-tvix Act against divulging any information to anybcnly wlui is not csoU' 
cerned. If tliai is relaxt^i in the case of the lmi>erittl Bank or some other joiut*»h)ck 
bank, then they 'vjll he al>ie to obtain confidential information from the iucome tax 
offiw. 

The i'ltdtrman : Of course, that restricium is not in tho interest of Ciovermnent, 

Mr. Kher : Hut it is in the interest of the comuiercial ctuiunuuity lUelf. 

The Chairman : It is a fpiestion whether they will agree. 

Mf. Ham Sivf]h : Even if the assessee wants to give his asseHainent papora to the 
bank, tlie bank will not accept thf*!n. 

Mr. Safi : Se, of course, this inetluKi suggestcHl hy Mr. Kher lias got its own draw'- 

backs. 

Mr. Kiier ; 1 am 8i>c*aking of nionevleuders Other commercial isnnmunitica aro 
likely te> ohj(H5. Hul, of course, tlie provisi(*n could he relaxed only in favour of certain 
classes. 

The i f'.ormau : And at the rc<|u»st of the persons e<»ncerned ? 

.^fr. Kher : Ves. 

Mr Stih : Do joint stock hanks inspire sulTiciuit confidence in the. public? 

l\fr. Kfier : T think that people in the town have eoniplete et)nridcnee. hut there nro 
parts in the eonntrv where people are shy to pul their money out in the interior. 

Mr, Safi Have the ilefv>Hitors snflieieni amount of confidence in the hanks? 

Mr. Ham Striaii • They Imve got according to the iin|»orlanre of the hank. 

Mr. S<t\\ ; Or 0 it <in aecount of their limited liahllity the dofSHiforH do not trust 
them as iniicli as they would tni.si an indig nous lianker? 

Mr. Ham Snojfi : No, they w’ould trust a hank iiiort* than an indigenous hanker, 

Mr. Sah : My idea is that pe<»plc knt»w' that if the hank should fail they would not 
he aide to gef anything from iliem, 

Mr. Kher : A large numh: r did fail a few years ago. At tlial time it had a very 
had effect on llie people. 1’i‘ople w<»uld not de}.oHit as they had lost their confidence; and 
there is aiso a certain amor.nt of prejudice against putting their money in the l»ank. 

.Ifr. Sah : As regards the indigenous bankers, the public think tjiey will he able to 
get something. ’ 

Mr. P»am Shigh : 7'hat is true, huf l>ig anionnls have never beep plar(»d with them. 

Mr. Sah : Or is it tluU they do not accept hig amount »? 

Mr. Ham : They do not accept also, h(‘<'aupc they cannot irnmediatidv utilise 

♦liaf money and they have to pay interest. 

Mr. hfiPT •. Xi|)ey li ne to pay interest at (’» per cent., which, T understand, thev 
eannot get from tlie hank. At the same time 1 do not tliink people will he willing to 
place hig deposits. 

Tl/e Cfiairman : There is a pednt I want to suggest to you. It is really a question 
of name more flian rmylhing. huf it is im}x>rt»nt. When we wen* in raleiitfa then? 
was a considerable amount of discussion as to wha* eonslitiited a hank. You have 
the ordinary moneylender who does nothing else hut lend money, Tlien you have tho 
man who receives deposits on top of moneylending, and then yon have got the third 
person wdio on fop of moneylending and receiving deposita also pays or is prepared fo pav 
by cheques. And amongst the people who wonld take depoaifs you have thoae who will 
only take deposits when they happen to need the money and to the extent to which 
they would need it—who pracficallv invite depoalta — and yon have also got the man who 
would take any amount fmrni 8nyl>ody. Where wonld you draw the line between the banker 
and the moneylender? 

Mr. Kher : I shoul 1 drav the line at the aystem of accepting deposits, Thfr 
deposit system is not very prevalent amongst indigenous bankem. 
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The Chairman : Where would you draw the line — at the voluntary dapoait or the 
invjted deposit? 

Mr, Kher : At the voluntary deposit. 

The Chairman : As a matter of fact we came to the conclusion that for the sake 
of convenience it was better to put it at the invited deposit. 

Mr, Bam Singh : Why ? 

The Chairman ; Becaune you then have in the fact of a dep<mit of any amount 
u clear cut difference. 

Mr. Ham Singh : That is true, but generally when one invites deposits people 
will think he is in need of money. 

The Chairman : It is merely a question of what w*e are going to call an indi- 
genous banker — to wliat we are going to restrict the name. 

Mr. Ham Singh ; I think what Mr. Kher has suggested is more appropriate. 

Mr. Sah : He says that ho will accept (ie}x>8il8 whenever they come. This may 
not be inviting deposits. Supposing I am a banker and I put an advertiseinent that I 
would accept deposits, tliat would be inviting deposits. 

Mr. Ham Singh : Tliis J accept. 

The Chairman : WM»at J mean is the person who takes deposits when be happens 
io want them. 

Mr, Kher : 1’hat is a different thing to what you say. 

The Chairman : Another thing; supposing I am in need of Rs. 1,000 within 
the next five or ten days, and then J advertise and say I accept deposits during those 
ten days. 

Mr. Kher : But your ease is like that of a man who is playing a kind of trick. 

His credit is not good and people will not come forward ITT deposit. 

The Chairman : I was going to nsk if you could give me iiny sort of estimate of 
the number of people who do receive v<.luntary deposits. 

Mr. Kher : The. number is not very large. 

The Chairman : When you have got rid of tlio private banks and joint-stock hanks, 
and W'hen you have also got rid of a certain number of people like the (naming a firm), 
y(»u accept that ))rphably it is 15 to ‘20 in all in the entire province? 

Mr. Sah : You have stated tlu'it oni^ of the defects is want of eo-operation among 
different credit agencies. 

Mr. Kher ; Yes. 

Mr. Sah : Can you suggest any remedies? 

The Chairman : actual position is an enormous mass of moneylenders all work- 

ing on their own capital. Yon also liave quite a small number w’ho are willing occasion- 
ally io use other |H*ople’R capital, and then, of course, you have got the joint-stock 
banks. Now', liow are you going to improve that situation. It is obviously a weak one. 
You have, say 20 cTorcs of capital broken up into small parcels. Well, if yon had a 
single bank with 20 crores of capital it would bo immensely powerful, and even if you 
had four or five l)anks your banking position would be extremely^ strong. But your 
capital is to a certain extent wasted, btx'ause it is being employed m small parcels all 
over the country instead of in large pools wliere, of course, the money would go very 
much further. 

Mr. Ham Singh : But wdiy is it wasted? The smaller jiGople cannot reach the 

bank. 

The Chairman : Each man wdio is lending money, w'e will say on a lakh basis, has 
got to keep a certain reserve, say, Rs. 20,000. But if he has a capital of 5 crores, he will 
not have to keep Rs, 20,000 on every lakh, but very much less than that. My point is that 
if you have got a very large cnpital you can keep a smaller reserve, because the whole of 
•that capital would not ho working at once. You have got an autcunatic reserve all the 
time in the capital that is not all being ’used. Three men working together can do a 
great deal more than three men w'orking separately, and the same is true of money. 

Mr. Kher : Your question, Mr. Sah. is whether any means can be devised with a 
view' to eo-ofdination of different agencies? 

The Chairman ; It is really consolidation of agencies. 

Mr. Sah : My idea is that they should be left to wmrk their own business, but 
euppt^sing they want any help or jny assistance, then, of course, other agencies should 
come to their aid. 
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* Mr, Kher : The only thing that tKrcurs to me is lhi«. If the lini>criai Bank relaxed 
iheir reluctance to . acxxipt laiidiKl propejrty as 8ecunt>» the town money lend ei« wouidt 
in that case, be willing to ojxm accounts with them and siHrure oxerd rafts either to the 
extent of the full value or half the value aa may be agreed ujaai of the proiHjrty that 
may be mortgaged. That is ia\e wav in which you euu link. 

Mr. 6'^ : But don’t you consider that the inipenai err commercial bank la to 
provide short term and not long-term credit? 

Mr, Kher : What 1 am saying is that for an overdraft they should accept lamled 
property for short- term, 

Mr. S<th : Coming to this particular ix»int. M(jst of the indigenous bankers aro 
rather •shy to mortgage their pro|xrty. 

Mr, Kher: There is a prejudice to that extent, 1 have said in my meinorundum 
what is needed in tliis resfHX'l is propaganda. 

Mr. Sah : Sup[KJsing the Bystem of equitable mortgages were optiied in favour 
of indigenous haukera for short iktkkIs, would not tliat .serve the pur|K)weV — a moMgago 
hy which the title d<H's serve as sxxurity; no registranon is required, 

Mr, Uom Sitnjh : In flie pa.'^t one bank used Uj do tins, but they have »U>p|K*d. 

The Chatrmau : Non' ] .sugge.st to you there are two meuns» apart from cquitablo 

mortgages and other pjilliative.H : duo is eombiniit it>n and lliu other alliance. ^I'lio former 
is the better, but liavnig regard ti» all {he supersnti -ns am! the legal ditlieulties and tho 
Bhyness of ihe iiidigi'iious l>ttnkers is not likely immediately. sei'ond is allianee, a 

thing qui'C ctunmon to I'jiginnd. ^ on have two l*:iuks working independenliy , but on© 
is allied to the other, and if one gets into dilYienlty, the other one comes to its assist- 
ance. 

Mr, Kher : Ihit liie dilhculty lure is that you have to make an alliaiue of a joint- 
stock hank \Mth an indigenous hank, i think the only \n ay in wliudi tlu'V cun he cou- 
nected is through the th posit and overdraft HyKtem. 

The Cluurvuiu : I ^^as g'>ing to |>oint out that if y(>u coniireted the iniligenouH 

f}arik and joint si, xk hunl: the advantage would only l>e in one direetion. 'rhe indi- 

genou-s bank \v»iuM always h(‘ calling on the jojiil'Rt<»elc bank for assist unee, while tho 

joint-istiS'k hank would rarely, if ever, call for the asKistauee of the indigLiUouH hank. 
So it is n<ii a fair deal. On the other hand, if two imligenouK bunkers b(*th have lucount* 
with one. joint Htoek bank, Ihov couk) arrange to help each other througii the bank. 

Mr. Jiam Sitirjh : Jt means the bank is security for both? 

The ('hairwan : It is a pr.iblcm like that; but if you can think of anything bearing 

on it you iniglit let us knovx-, 

Mr. liiitn Sirt(j}i : 'rbe only thing tliat imtuts I<» me is this overdraft Mystein. 

The (‘hiurmnti ; Do you tlnnk that, thanks to the prest'nt situation, therfr is no 

Becvirity n the eoiintrv except iinnuAuble property? 

Mr. Ktnn Sitigh : '^'es. 

The ( lid intuni : And there we get back hi (lie further fuel tlml is at the Ixiltoin 

of the whole trouble, namely, the lack of any investment habit in the mod(!rn ften«6 

of the term. Of eourso, T deny absolutely that there is no inveHtinent hahit : I say there 
is a very strong investment habit in a particular direetion. 

Mr, Ham Singh : Invesinient. in the dire«:!tion of ornaments. 

The Chairman : Even an illiterate Indian will invest in anything he can touch 

And see, such as house property, machinery, trees, griives, et(’. 

Mr. Sah : Regarding tliis writing charge of hmr annan that is charged by qiitU 
icalai^ dex's it include the siarnp? 

Mr. Ham Singh ; No, quite apart from that. 

Mr. Sah': So that the borrower has to pay two annas for the stamp and four annas 

for writing charges? 

Mr, Ham Stngh : Ycfl. 

Mr. Sah : Are you of f»pinion that the commission given by long term borrowers 

should be made illegal? 

Mr, Ham Singh : How can you make it illegal? 

Mr. Kher: These matter cannot be cont,rolhs[l by legislation. 

Mr. Sah : You have stated that five annas is the brokerage, does it relate ta, 
muddati hundis? 

Mr. Kher : It is for muddati hundte. 
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Mr. Sah : And what in the usance on these hundis? 

Mr. Kher ; Forty-five, 60, 90 days. 

Mr. Sah : Then as regards the rates of remittances that are referred to, are^ 

they applicahje to large amounts or to smaller amounts? 

Mr. Kher : As regards the remittance rates of the Imperial Bank they vary to an 
extent according to the amounts ; that is alK>ve Rs. 25,(X)0 I think they charge half 
an anna only and they also charge half an anna for remittances to Calcutta and 
Bombay. 

The Chairmnn : As a matter of fact, I have got the figures here. 

Mr. Sah : J want to know as regards the bazar rates. You have atated that for 
internal remittances the rates differ? 

Mr. Kher : I have stated the rates. It is Rs. 99-14-0 to Rs. 100-2-0 according to 
the demand and supply and also to the status of the borrower. 

Mr. Sah : But the question is whether the rates for the smaller amounts are • 
different from those for larger amounts. 

Mr. Kher : I think they arc the same. 

Mr. Sah : Do they differ from pla<'c to place? 

Mr. Kher ; Yea, they do. 

Mr. Sah : Does the market rate for discount of muddati hvndis follow' the Im- 
perial Bank rate? 

Mr. Kher : The two are parallel, and each is independent of the other, working 
according to its own requirements. 

Mr. Sail : Biipposing the Imperial Bank of India rate is increased, will not the 
bazar rate also go up? 

Mr, Kher : Not necessarily. I do not think that the one affects the other so far 
as my information goes. 

Mr. Sah : Are not most of these hundift rediscounted at the Imperial Bank? 

Mr. Kher : Not most, only some of them. 

Mr. Sah : In the matter of these exrhange rates for remittances, would you not 
give the indigenous bankers any preference over an ordinary customer of the bank? 

Mr. Kher : It would he better. 

Mr. Sah : And to what class of indigenous hankers would you rw’oinmend that 
they should give preference? 

Mr. Kher : The cojiimercial class. 

Mr. Sah : No other class? 

Mr. Kher : Hundis of other classes are not discounted by the Imperial Bank. 

Mr. Sah : What methods would you recommend for increasing the resources of 
the indigenous i>anker? 

Mr. Kher : One method I have already suggested, that is, overdrafts against landed 
property; and another method — of course, in theory — is the co-ordination of all credit 

agencies. But that is exactly where there is fear of its breaking down. 

Mr. Sah : How far is the practice of re-pledging ornaments by small moneylenders 
to big ones prevalent ? 

Mr. Ram Sirifjh : To a small extent. 

Mr. Kher: I know one or two cases of n small pawnbroker obtaining a loan on 
re-pledging ornnments. 

Mr, Salt : Another question is about those private moneylenders from whom the 
Imperial Bank charges four annas per cent. Who are those private limited banks? 

Mr. Ram Singh : The names I cannot tell you, but there is a bank in Lucknow 

from which the Imperial Bank charges four annas for collecting their cheques, 

Mr. Sah : Is it a private limited company? 

Mr, Ram Singh : Of that I am nnt certain, 

Mr. Sah : Would you recommend legislation to stop the activities of the Ihinjabi 
and Kabuli moneylenders? 

Mr. Ram Singh : T do not think w’e shall be successful, because we know they 
have got nuMdi income, but we have not been able to trace yet to assess them, bt^caose 
they work jointly and sometimes singly, and then they move from place to place. So 
cannot keep an eye on them, 

Mr. Sah : How does the lack of co-operation among indigenous bankers affect their 
individual business? 
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Mr. Ram Sntgh : If they were working in co-o|)erjition they could eft«ily take 
inoney from one another and iwivance quite big toana. 

5fr. Sah : And would you suggest any ineasureH for increasing co-operation among 

? 

Mr. Ram Singh : I am sorry I cannot suggest. 

The Chairman : That is U vond the ptiwer of anybixly. 

Mr. Sah : Do you think that the formation of advisory bodies at the local hrancheg 
of a joint-ftloik hank would lead to better relations lx*twee!i the Imperial Dank and 
joint-sfoek hanks on the one hand and indigenous hanks and indigenous bankern on 
tlie other ? 

Mr. Ram Singh : Yes, it will. The Ihinjab National Dank have got ItMal advisers 
in Allahabad; they are creating confidence in the pniilie. If other l>nnks also have 
those l(K'a! advisers there will ho hotter relations. 

Mr. Sah : tsViould these l«K'al advisory IwKlies have any stako in the l*nnk? 

^fr. Ram Singh : By purehaaing sliarcs thov ran have a stako m the lotnk, 

Mr, Sah : Boeause if they have m* stake, they will ho raihiT induoneed to reooin- 
mend higher rates for certain persons*? 

Mr. Ram ; If they have their o\mi shares, that will at once speak in favour 

r*f tlie liank. 

Mr. Sah : Ts there not a tendency among the indigenous hankers at the present 
litne to advanoe more against the sodirily of mortgages «d property ifian amongst himi- 
ness jM ople ? 

Mr. Ram Singh : That is perfe-tly right. The reason is in the first place s<H*urity, 
and in the second pla^e tlie money is earning interest for twelve mimths, whereas in 
hu-siness it earns f<>r mdy five or six months. 

Mr. Kher : It is more a ipie^tion of se<*urity. 

Mr. Sah : Supjv)se wc e*<tftl)lish some land mortgage hank, will it reienwe part of 
the money belonging to the indigenous hankers and divert it for investment in hnsiner's? 

Vr. Ham Singh. : Trom where wilt that money come fcir the land mr>rlgage hank? 

Mr. Sah : It will come from the indigenous hanks and fr<'m tlie public. 

Mr. Kher : May T interrupt for a moment? T wanted to suggest in connexion 
with tl le facilities for increasing the credit of inonevhmders that wc Khonld have a pro- 
vincial hiink. State guaranteed — T have a^lumhrntitl that question — f have und State 
guaranteed or otherwise, hut on second thoughts I prefer State guaranice, in which lha 
flovemment should guarantee interest on the dc|x»si(s. This hank s]»ouId confine ita 
ni>eratioio; to long-term loans and deal with the town moneylender. Tn this way it will 
T>e fxis^-lhle to prmhice some sort «»f invchtinent habit and c^j-operation, 

Mr. Sah : You liave said that an in««jvenl should he lield criminally resjionsihle. 
Jn %vjiat eases should he he held criminally reHfxmsihle ? 

.If* Ram Stngh : When he intends to evade fiayrncnf — if this can l>e provesl. 

Mr. Kher : That is inlnKliuiug criminal law in business Ininsaci ions. 

Mr. Ram Singh : Why should he not he oririiinally dealt with? He defeats luiHi- 
Tiesfl obje^fl. 

Mr. Kher : There arc some p('nal pr»>vi«ions. 

Mr. Ram Sinqtt : You know th(‘«c Manrariv — when tlu ■ hecorne bankrupt th<%y 
open later in the name of a son, and, again when tl/cy become bankrupt, they ofien in 
the name of Rome other rnemlier of the family ; they onlv diange the name an<l remove 
their jewellery to Rajput ana. 

Mr. Sah : Will it be fxiRsihle to prosecute fuich caaes. Wr>nld you not recommend 

legislation to make if difficult for a person to dwlare himself insolvent? 

Mr. Kher ; Tt will he ineffective. 

^fr. Ram Singh ; What is the object there? 

Mr. Sch : The object is to save a person from being harassed, if he is not reallv 
able to pay. 

Mr. Ram Singh : T>o yon know that when people go to fK>iTow monev thev nak fn 
all possible ways to get help and they promise that they will pay after a * certain time, 
t)ut they never keep to their word, Tf von want simply to save them from harassment 
they should also be told that th^v shoi’ld not take loans unnecessarily. Tf a man takes 
a loan, why should he not repii, ? If he is harassed, after nil he is harassed not by 
l^abulis, only through the wnirts. 
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Mr. Sah : The object of the Insolvency Act is not that the man should not pay^ 
but to save genuine cases from harassinent. 

Mr, Ram Singh : For that I have suggested that you should lay down certainr 
eonditions. If the man represents to the court that be is in such and such circumstances 
‘ and this warrant of arrest is simply to harass him, then the court will stop the issue* 
of that warrant. 

Mr, Sah : Bui by your method the same result will follow? 

Mr. Ram Singh : No, it will not follow. When the man knows he will have to 
pay he will not easily go into the insolvency court. 

Mr. Sah : But supposing a suit is fihkl, and then he goes to the execution court 
and he says that lie is not in the circumstances able to pay. Then the same result 
would follow? 

Mr. Ram Singh : Not necessarily, because at present on account of the execution 
proceedings a liigher rate of interest is demanded. 

Mr. Sah : What conditioiiH wv)uld you prescribe by which licences should be issued 
to moneylenders and indigenous bankers? 

Mr. Ram Singh : The first condition sliould be that they should not do any other 
but banking business and they should allow loans at a fixed rate of interest. 

Mr. Sah : And would you give them any facilities? 

Mr. Ram Singh : A reduction in their stamp duly, court-fees, and all tliat. 

Mr. Sah : Would it not be possible to evade the conditions of these licences? 

Mr. Kher : I do not think so, if they keep regular accounts, which , should be one 

of the conditions alsn. 

The Chairman : In regard to this licensing business, another great advantage to 
the moneylender is that he will have the monopoly wherever he was licensed. 

Mr. Ram Singh : Yes. 

The Chairman : What 1 mean is that the people wlio want licences would be able 
to lend. Unlicensed moneylenders would be. stopped, arid so the licensed moneylender 
would get the monopoly. 

Mr. Sah : Would you stop unlicensed inoneyleiiders from lending money? 

Mr. Ram Singh : Yes; if there is legislation then they may advance money at 

their own risk. 

(The Chairman thanked the witnesses and they withdrew .) 
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Rao Bahadur Pandit LACHHMAN SITA RAM KHER, B.A., 
Assistant Commissioner of Income-tax, Cawnpore. 


SuppieniBiiUr^ evidenoe. 


Estimafe of capital inrcstcd by vioneyhndcrs whose income Tunge/i from 
Rs. to Rs. ‘i.iXX). 

The amount of tax paid by persona whose income in 1918 10 was under lls. 0,000 
was Its. 7,70,954. At the 4 pjos rute the Juccuiio from ihiH umount works »>ut t(» 
Rs. 3,70,05,79'J. The total inrorne in the year J9*28 i?9 was Ks. 15,25.41.154. It in- 
chides Hs. 2, 50.41,882 whirh is inonno of (ui unelasrorieil nahin-. 'Djo total ilnsnilHMl 
income in that year amounts to Rs. 12,08,99,272. Out of this imomo Its. 2.'i(>.10,0(X) 
was interest income. In other words tlie inUTent imome wns 2Mi'>;l2(>8 of tiu' capital 
and applying this proj^^rtiou the total inter«‘st income anuumts to Us. 00,00,009. .\s most 

of thorn were rural inorieylendtrs the pro|sution o( capital to interest was 7tVt 11 1 or 'u 
other words 42 crore.s. 

Ap I fitafed in my evidence it is im|K>«sil)lo (o make any elaun to the accuracy cf 
this estiinafo but ii ia tlie best attempt in the cir^-mosninrc 
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Lala BABU LAL YAISH B.A., Income-tax OflBoer, Benares. 


Repliefl to the questionnaire. 

IJ. — Indigenous banking. 

A. — Organmation of indigenous banking. 

Question 1. — Jndioknouh bankers may be oIuBsified ns under — 

(L) Bankers who advance money on mortgages and pronotes only, 
iiankers wjio advance money on huruhs and sarkhats. 

(Jl) Bankers vvlio advance monc'v on mortgages, pronotes, hundis and sarkhats. 

[4) liankers who advance money on the qist system. 

(5} Bankers who advance money by pawning of orjiaments ajxl gold and silver 

bullion. 

(6) Moneylenders wlio advance gold and silver bullion to Tarkash, gold-smiths, 

and petty sarrafs. 

(7) Private limited banks. 

(8) Punjabis and Kabulis. 

(11) Bankers who advance grain to agricultnristB. 

The first class advances inom'v on mortgages of landed property and on pronntes 
to rGBpeciablo and well-to-do people. The rate of interest is comparatively low bur 
usually ranges from six to nine i»cr cent. It goes up to twelve and falls df)wn to 5/1 
per ccuit. in rare cases. The rate of interest varies with the nature of the security, 
being low sometimes wdien the inorigagec happens to be a friend or a relation, The usual 
rate of interest on pronotes is from six to twelve per cent. These transactions are 
either settled directly by the parties themstdves or through respectable dalals. DaJals 
generally are paid six pies per cent, as brokerage with each payment of interest which 
i.s usually made after every six months. There is another practice among big money- 
lenders to clifirge discount from 2 to 5 per cent, at the time of advancing money. This 
means that the borrower gels only 08 to 05 per cent, of the loan. The difference is 
called nazrana, and is usually charged when a man is compelled to borrow a large amount 
of money and there are very few creditors to compete in supplying his needs. Advantage 
is taken in sucli cases by the banker of his unique position and of the debtor’s inability 
to find other big creditors and striking competition. 

The second class of indigenous bankers mentioned above carries on bn.siness with a 
limited and small capital which is invested in any kind of loan which appears the most 
Drofitai)Ie at a particular moment. The rate of interest varies from 6 to lOJ per cent. 
Most of the business is done through datals. 

In the third class comparatively small investments on mortgages and pronotes are 
included : advances on hundis and sarkhats generally form the chief pari of the business. 
The rate of interest on hundis and sarkhats is the same as in the second class. 

A separate monograph is submitted in regard to the qist system. 

The fifth class are usually the sarrafs in the town and hania moneylenders in the 
village. In villages the rate of interest is generally two pice a rupee per month, but in 
towns it is usually 9 to 12 per cent. The business is mostly confined to sarrafs because 
they, from the very nature of their business, are considered to be the right persons for 
estimating the value of ornaments pawmed. These sarrafs, in their own turn sometimes 
when they are in need of money for supplying orders, pawn their own ornaments ‘*f 
gold and silver bullion wdth local monevlenders, mahajans, who generally do not deal 
in this but naturally, in view the ready security, have no objection. 

Class six are a 8|]iBGiality in Benares. Benares is a manufacturing centre for 
fkrefM^ation of lace and gold and silver utensils. The former is in the hands of artisans 
7 jali Babc L.al Vaish. 
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Idiown as Utrkash and the latt^x in the hands of goldsmiths and petty $arraf9^ Instead 
of borrowing money these people like to Iwrow huilion^ w'lueh is imnuHliately utilised. 
The moneylender generally charges the same rate of interest as is prevsleiit in the baser 
on pronotee and sarkhcti^ but the banker charges a slightly higher price for bullion 
than the market rate. Usually the proht is four annas per cent. 

Private limited banks are not many in the province. They try to do the same 
business as joint-stock banks, but their resources are limited and they do not command 
the same respect as a limited concern. Their cheques are not accept«<l at par by other 
local banks, and usually four annas iH*r cent, has to be paid when these chcfpies are to he 
cashed at other banks : payment is also withheld till the joint-slcK'k bank is uble to 
collect the amount from the private limited bank. 

Punjabis and Kabulis are notorions for their severe mctbod of colhH'tion. They 
are found even willing to advance money lt> those who are refiiscnl everywhere. The rrite 
of interest in their cases is generally sIkhii 50 per cent. Bee detailed note in iny sefjarate 
monograph both on cash and cloth. 

The class of bankers who advance grain to agriculturists consists of itamintinrs and 
village hanias. They advance grain at the l>eginning the crop for sew! pvirfX)ses and 
during the pendency of the same. Interest is receivwl in kind at ‘36 per cent> irroaj>6c- 
tive of the fa^t whether the grain reinainetl with the tenant for six, four, three or two 
months. The borrowers are generally cultivators but soinetiiiies also labourers connected 
with cultivatiim. From big cities and towns this kind of business is gradually disappear- 
ing. and the extent of it is so small that it can l>e easily ignored on account of the 
advent <*f (fi^tiralas, Punjabis and Kabulis who approach the tenantry nt their homtui. 
This bir incMs in grain advances is said to be declining even in villagcH. An additional 
reaHon probalily is that a mahajun calculates the price of swd at a higVicr rate tlian 
the prevalent market rate, and fixes it at a comparatively low figure when he receiveii 
his payment in kind after the harvest is rca|>€Hl. To a certain extent the rate goes 
down by itself hut the payment to a wahajan is usually made at a rate, still lower. 

Except the first and seventh classes referrwi (o above, the indigenous bankers 
do combine hanking with other busincHS. In some cases liaukiiig is their suhsidiary and 
in others their principal business. 

Question 2. — Investment is made by qisfwala/t, Punjabis and Kabulis at the home 
f'f the agriculturists at the time f*f sowing. Grain is also advanced for sowdng at the 
l>eginning of the crop and for consumption during the fK'ndency of the same, hut this is 
usually done either by the zumituiur clasi or loc’al village hanias. The loans in aurh 
rases are generally petty and (bft rate of interest, wliich is received in kind, is ordinarily 
25 to 50 j>er cent, whether it is collected afle-r six, four, three or two months. 

Trade is financed by indigenous bankers through investment on hundiif and 
earkhaU. s ormerly the muddnti hundi used to l>e the chief instrument of crcwlit, but 
for some time the juirkhat is taking its place. The latter djITers from the former in that 
it is not a negotiable instnirueiit. Petty traders aiul hawkers are generally financed by 
qistwalas ; but for their help they would l>e forced to give up tiado and do unskilled 
labour. 


As in the case of petty traders and hawkers, artisans and Uboviring class engaged 
in industrial works arc financed by qistwalas. Tnrkash and goldsmiths borrow bullion 
direct from the moneylenders. Tins business is generally done on sarhhnU. Big 
industrial concerns, such as manufacturers of Penarsi cloth and brasswere merclianta, 
l)oiTow money when necessary from bankers who advance on sarkhats. The rate of 
interest in this case varies from six to nine per cent, as they hold some stains in sfwiety. 

Question 8. — The capital of mdigenons bankers in the Benares district can be given 
in the following form : — 


Investment on prenotes and 9arkhali 
Ditto inortra<L'es 

Ditto tnuddali hundis 

Ditto qiit system 


R«. 

. . 84,00.000 

. . lfi.0r>,000 
.. 1 00.000 
.. 13.00.000 


Total .. 08.00,000 
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The volame of business is limited by the amount of capital. Except on muddati 
hundis there is no possibility of its growing or exceeding capital. Even entire capital 
is rarely invested by a banker. 

A correct estirnaie of the exfienses of the indigenous bankers cannot be given. 
In sarkhat^ pronote or mortgage loans expenses are very low unless the bankers are 
obliged to enter into litigation. If there be any litigation, the expenses in cases of loans 
secured by mortgage bonds would roughly be about 10 per cent, of the gross income inciud* 
ing establishment charges. Roughly the average net return would be — 

On loans secured by mortgages and pronotes, 6 per cent., on sarkhats and 
hundi/t 7J per cent., and from the qtftt business 20 to 200 per cent. No estimate can be 
gfiveii regarding private limited banks. The net yield of those who advance bullion 
may be considered to be the same as in the case of sarkhat investments. In the case 
of Punjabis and Knbulis the net yield is lOf) per cent, on an average. 

Question < 1 .* — There are no financial houses dealing in tlie provision of credit 
facilities by purchase and sale of hundis and i>ther bills of exchange. This business is 
usually done through banks* everywhere, and the absence of indigenous bankers in this 
field is probably due to their lack of organisation in the province and lack of confidence 
in the eyes of the public as compared with joint-stock banks. 

Question 5. — Accounts are kept in tJie well-known niahajani system. In cases of 
flome qistwalas no cash book is kept and only a ledger account, suffices. 

B. — Raising of funds by indigenous bankers. 

Question 1. — Hundis are of two kinds — fi) darshani, meaning payable on demand, 
(ii) muddati, payablti after a fixed period, which is usually 61 days but may also be 
for 81, 61 and 91 days. The former is used mostly to realise money from out-stations and 
is in the nature of a bank draft or a remittance transfer receipt. The object of this 
hundi is to minimize as far us possible the transfer of cash and currency from one place 
to another, and the advantage is k) reduce the transfer charges to its lowest limit. 
This is resorted to generally by the merchant class as they find it very expensive to 
fiend cash and currency through a bank by means of a draft or through the post office' 
by means of money orders or insured covers. A muddati hundi is botli an instrument 
for realization of money or borrowing as on a pronote. It also helps to locate debtor and 
creditor at the same place and is therefore advantageous beenuse the creditor continues 
to have a watch over the debtor. As an instrument for liorrouing it has been found 
to be a very dangerous medium, and when a firm fails usually large debts are found 
to have been incurred on muddati hundis, particularly within a sliort period just before 
the failure of the firm. As it is a negotiable instrument it jiasscs info many bands and 
thus a number of persons are affected by one failure. 

Samples of hundis of both kind.s, promissory notes, and sarkhats are enclosed here- 
with.^ 

Question 2. — Usually indigenous bankers do not advance money by borrowing 
from others. They are found willing to invest only that part of their capital wffiich is 
available at the moment. If at a particular time the amount in hand is small and a 
big and tempting investment is in sight, they sometimes borrow part of the amount 
from other indigenous bankers usually at a rate of G per cent., wdiic'h is paid immediately 
on receipt of their dues fnmi some of their debtors. On such occasions they 
also borrow from the Imperial Bank of India and joint-stock banks. The Imperial 
Bank of India advances money at the bank rate if the banker is in a position to 
deposit government paper as security or has already got a deposit with the bank. In- 
vestment on securities is generally made to the extent of about 95 per cent, of their 
market valae. In ease of overdrafts the rate of interest charged by the banks is two 
per cent, higher than the bank rate. Indigenous bankers also advance money at 
the same rate, but advances are made' both on overdraft if the borrower 
happens to keeping on account with the bank, or on v pronote if the borrower happens 
to be s regular customer of the bank. The rate of interest charged is sometimes reduced 
by the jpint-stock banks in cases of approved customers and well-to-do persons. The 
Impierial Bank of India mostly sticks to the rates mentioned above and is rarelj' found 
departing from the established practice. It also does not advance on pronotee. It 
demands, before making an advance, security in government paper or dividends. It also 

♦Not printed. 
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does not cash hundi^ in one name bvu want*^ a doubie seciirity by geitinp it sccepled l>y 
another party. This is obviously for the reason that if the drawer is unabie to pay, 
the amount can be realiaed from the endorNce* i.r., the man who accepts the hundi 
or, in vernacular language, sakarjt ii. 

Question 3. — Indigenous bankers rtveive de|K>sitH on to be paid after 

six months, and on baht khaia defiosits to be paid at any time dernandiHt by tbe i'redit<»r. 
The rate of interest on the former variea from IJ to 9 ik'r eeiit. and on the latter from 
6 to 9 per cent. Sometimes the rate on the Intter gm*s up tt> lOJ per cent., but this 
is generally allowcil by mercbants who are in nee«l t>f monev when the de|H>flit almost 

the form of liorrowing. The intes vary ni d?rter<>iit Ht usons. Tbev are lowest in 
Suioii and Bhadon (July and August), and highest from Phagun to Je(h (February to 
M’>y.) 


< — .l(fru»irr.< bg tmlujtnous h«7u/;er,s\ 


Que'<hon !.- Indij^etmus bankerH grant loans mi mortgages, pronntes, muddati 
hundis and sarkhats. This is usually done through dalala, but advance on pronotes are 
also seftlid by theiuKelves amongst resptvtable pixiple. 'Plio borri>\vrr sendN a note 
or H rukka the rP'diior and gets I be money. Xfuddatt hundis are | leralent ainongat 
the nicivbanf bo alsx:> deal in e«sb ertslit. tine nierthant sends cash to another 

for depoHii when it is foiinxl m ejness of his buKincH^^ rexpiireiiKUit*.. 

Altbx^u'^ii it IS not (b'finjti'ly ni»ted <»n the sarhhat, payment is made every six 

luonilu this is l>!ised x'li eu^ttono Mortgages and pronoies alftxi generally indicate 

interct^i mx . In the <aMe of mmldati JiUndis intx»resi is paid befortdiand and is 

deducted out <tf the amount paid No dtvunxout is written f<‘r eiiKb credits; only (‘utrios 
of receipt and payment m the lux-ounts tlie debtor and er<*dit<>r are made with the 
rate td interest This is seUbun for a fixed fsiitKi and is ukuuUv payable on demand. 

There is always sonu- fixed rate for cash evisiitH at -wbudi money may lie received and 

paid \vilbf>ut any luggbng or bargaining. 

In luoiigage dts'ds s*"<*urity of landed |>roperty is iiHually taken. The property must 
be worth about dotibie the amount of tlie l »an. In pavMiing of ornaimuits also the pro- 
)^K»rlion of investment and (»rnameni must be about 1 : ‘2. No seeurity is diMuanded on 
'tither kinds (»f investment which are nsnally nmd»* on the repul at jon xd the borrower. 

The rates of inierest generally ebargi'd on various kinds of loans and cash ercditi 
uro an follows ; — 


Mort:ft;eii 

Pronotea 

S^^khatt 

Muddati hundis .. 

F^awning of ailver and »omo gold oruamonta 
Pawning of co.stiy gold ornamonti and jewclii 
CAsh crodits 


. 7F to 12 |)«r cent. 
G to 12 por cent. 
G to 9 por cont. 
7| to 12 per cunt. 
. 6 to 0 per cent. 

, 13 por cent. 

0-7-9 por cent, 
per month at Penaroa. 


Question 2. — The rates of interest paixl by agrifMilturiKiH to indigcnoiig baukers for 
loans in money are Re. 1, Rs. I S, Rs. 2. 2 8, Rs. 3 2 per eenf p<*r mensem. 

Usually some nazrana or discount at the time of inveHtment is also <harged. It varies 
from Re, 1 to Rs. 4 per cent. 

The rate of interest in villages can be reduced by the establiMlirnent of local 
banks with lot's! dire<dorates for a group of villages, like the eo ofX'rative *MX*icties; but 
a considerable amount of currency must* be supplied by (iovefnment — at least in the 
beginning, so hmg a« the tenantry i« not well educated and does not eorgi; forward to 
deposit their own savings. Oovenunent capital may be gra^lually withdrawn. Govern- 
ment con easily borrow money at 5 per cent, and invest it in such rural banks at such a 
rate that, making allowance for bad debts which arc likely to arise, it may not lose 
anything. Without sufficient eapit ■ and Government's aBsurance for security to depositors 
anch banks will hardly have a chaoce of success. The rate can thus \pe lower^ down 
to 9 or at least 12 per cent, which would undoubtedly give great relief to the tenantry in 
the present circumstances. Huch reduction of interest w ill directly beneht the agricultural 
community and ironld ruin the village moneylender or force him to reduce his own rate. 
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Question 3. — Clients of bankers if they want to see and inspect their account 
have to go to the banker's office and make a request for the same. The account ia 
generally shown without any trouble. It w^ould help to keep the accounts clean and 
avoid considerable litgation if it were enacted that a banker must send every six 
months or yearly a copy of his account to each debtor according as interest becomes principal 
after six months or a year. 

D. — Exchange and money market. 

Question 1. — There is no local exchange and money markei in tlie Benares district. 

Question 3. — Hundis are purchased and sold for infernal remittance at two annas 
per cent, for amounts np to Rs. 5,(XK); for big sums of Its. 10,(K)0 a bank is generally 
found willing to charge one anna per cent. Mahajans^ on the other hand, generally 
charge three annas to four annas per cent., but this business is gradually decreasing in 
the hands of mahajans and is being monopolised by the bankers. The rate of interest 
on hundis for obtaining credit is usually six to nine per cent, hut also goes up to 
ten per cent, in c'shcs of doubtful security. 

There are seasonal variations in the rates of hundis. Tn tlie inontlis of Satcan 
and Bhadon, when there is very little business and money is lying idle and the bank rate 
falls, the rate of hundis goes up to two to four annas per cent. : when business is in 
full swing from Phagun to Jclh and remittances aie made from one place to another, 
the rate falls. 

The Imperial Bai»k of India rate is very little affected by the bazar rate and vice 

versa. 

Question 4. — No pauchayat or association on the lines of ihe puuchai/nt sarrafa of 
Delhi or the Shroffs Assoeiation of Bombay is to be found in Benares. 

Question 6. — Benares is notorious for its largo nuinber d dalals. Tn all local 
purchases by foreigners they usually get their share. They aeeompany the customer 
with or without his knowb3dg€ (o various shop-keepers and kol]iiirnlas. If these cus* 
fruners purchase anything, sljopkeepers by local usage arc bound to pay dalals at rates 
viirying from three pice to four annas in (he rupee. They have got fi\(‘d words for various 
lates of dalnJi which a foreigner cannot understand and the word so uiterod by the 
dalal when ho goes with a customer to the shop'keej)erR deternnnes the rate at which 
(hilaJi is to be paid. This custom prevails amongst merchants cie.aliug in Benarsi and 
cotton cloth, gold and silver ornaments, brasswares and general merchandise. The grain 
business is fortunately free from this — possibly due to tlie fact that foreigners do not cx)ros 
to Benares to make cash purchases of grain. Their business is carried on by corres 
pondence, and local residents purchasing for their daily needs know the dalals and 
their methods. Even in case of cloth, brasswares and other trades noted above, the dalal 
would not usually accompany a local man. 

E.— Defects of indigenous banking. 

Question 3. — Public opinion regarding qi.stwalas is not in their favour. They, 
no doubt, offer l>etter facilities in repaying their dues, but on account of the high rate 
of interest charged by them they are considered to be usurers. IHinjabis and Kabulis 
are looked down with contempt, not only because their rate of interest is still higher, 
but largely because of their undesirable find objectionable methods of collection. They 
resort to intimidation and picketing and soraetimoB physical attacks against their debtors. 
Those who advance grain to agrioullurists on the sawai system are also considered to 
be taking advantage of the weak position of the tenantry in collecting almost more than 
|0 per cent, as inteiH^st on their advance, '^here. is no ill-feeling or adverse opinion 
pbout other kinds of moneylenders; but at the same time their business is not directed 
with a view p’-imurily to finance agricultural trade or industry but with a view to their 
own The attitude of big bankers in demanding nazrana or discount at the time 

of investment simply because of lack of competitors and pressing necessity of the borrower 
is not appreciated, but in all these cases public opinion, if any, is negligible and ia not 
effective in improving the system. 

Question 9. — Indigenous hankers, so far ns I know, do not experience any legal 
or other difficnlty in carrying on their business. They all know the law regarding their 
business, and whenever tliey find any difficulty on account of some High Court ruling.r 
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ihtfy b^in to procAuiioDB accordingly to avoid loss ai\d oconomiao expeiit6S-*;for 
oxamplo, mveatiuent od sorkhaU ia growmg by leaps and bounds and is replacing 
pnmotes and simple bonds because, /irjttJtf, any amount can l>o borrt)wt^ on a stamp 
of one anna, and, secondly, for writing a sarkhat, no spociaUsoil keiib or 
writer is need^, as in the case of bonds and pronotes. Tliero is only one anna stamp 
duty on a pronote payable on demand, but sarkhats decidedly work as a better sub- 
stitute for proDotes, payable otherwise than on demand, on which the stamp duty on 
an investment up to Rs. 250 is one anna, from 250 to R«. 600 two annas and over 
Hs. 500 four annas. There is therefore obviously some saving in the stamp duty and 
writing charges. Sorkhat takes the form of an “acknowledgement” in civil law and 
therefore only a duty of one anna for any amount ia needed No definite time for the 
payment of an investment on sarkhat is mentioned, but the law recognises (poction 111 
f»f the Evidence Act) local usage and custom, and under this inten^st falls due every 
six months; and in case of failure to pay the same the debtor is liable to pay compound 
interest. Since the fienal clause in the (Contract Act leaves the doferniinalH)ii of addi- 
tional and compound interest at the discretion of the court moneylenders are giving 
tip c<.nriiional investment. Quiwolas and pettf moneylenders, on ilio other hand, do 
experience great difficulties and have to incur nnicb greater ex{>cnBe in reaii/j*ng their 
dues through courts. In the case of petty loans the trouble and expienso are disprc>|>or- 
fionately heav>" and a moneylender resorts to court only in cases of extreme necessity, 
and very possibly to avoid the impression among his debtors that if they do not pay 
their dues they would Ihj lot off ; and also w*ith a view to set an eximiplo for other 
debtors. Some of the usual expenses that are incurred by such petty moneylendora in 
filing a suit arc noted below — 

Rs a. 


Court-foe stamps 
Vakils* fee in oontestod oases 
Vakils' feo in oueontested cases 
Ffl/cala^natvia 

Talbana, for a suit below Rs. 50 
Ditto over Rs 60 


Illegal gratifications to office clerks. In the former oaso.^ 
three annas are said to bo paid up to two summons 
and in the latter six annas up to two summons. Extra 
gratifioatiou is paid to be said where summons are 
■till mors . . 


Vakil in advance for filing tha suit , 

Vakil's clerk for writiug the suit and summons 

Illegal gratifications to peshkar of the court which is 
known as dakhla 

Cost of blank and printed papar 

Peons for serving summons «. .. 

.. .. 


Cost of obtaining a copy of decree which includes 12 annas 
for stamp, 2 annas writing charges to mohmrrir , 6 pies 
for paper, etc., and 1 anna 6 pies miscellaneous . 


7 8 pec cent, 
ft 0 M M 

3 8 „ „ 

0 B per suit 

0 Id 

1 4 


0 a to 6 annas. 

1 0 
1 0 

0 B 

0 5 

1 0 

0 i 

0 2 


1 0 


Execution of decree^ 


Conrt'fee on application up to Rs. 50 
Oonri-fee on applioation over Re. 50.. 

Mrmt and aUaehmenL 


TdSbana up to Be. 50 
Taibmna ovmt Re. 50 
Vakil’e fee — illegal 
ZcALA Beat Lal Vaisk. 


0 

0 

0 10 
1 0 
1 0 
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Bs. 

Vakirs clerk— illegal .. .. .. .. 0 8 

Ofiice clerk for .• .. .. ..0 8 

r 1 C Qur/c-a^^ in up to Rs. 50 .. .. .. 3 0 

° iQurk amin o\et ’Ra. bO .. •• .. 4 U 

For notice under seotioQ 66 up to Bs. 50 .. .. 0 10 

Ditto ditto over Ra. 50 . . . . 14 

For beat of drum .. .. •• .. 0 3 

For diet of debtor for two dayaof arrest i.6., 6 annas a day 0 13 
N aer ana to qurk~ami7i. .. .. .. 2 0 

o his c/ia/^ra«i, illegal .. .. .. 0 8 

Tonga hire for qurk-amin, illegal .. .. .. 2 0 

To peon for arrest of debtor ; Bs. 3 as reward and 8 annas 
per da> for his food if he spends two days iiu search ; 
and more if he takes more time .. .. 8 0 

The above list clearly shows the heavy expenses, worry and w'aste of time in 
litigation. There is a very gcxxi proverb in this connection which runs as — 

5*1? ^ ^ IaJ ^'li 

5'l^ Aifhi' y «. ^ <— 

Tbo meaning i.s simple, i.e., if a creditor files a suit he gives up the right of 
demanding paymeiii. directly from the debtor, and in adJilinu bfis to pay to so many 
persons from his own pocket. If by good luck lie evtn succeeds in obtaining a decree 
he is to remain content with Ibc paper on which it is written, i.c., does not realize 
anything. 

Queffton d. — No particular grievance of indigenous bankers against the law i.s 
known except red tapeism and protracted litigation, and al.-'O regarding the penal clause in 
the Contract Act giving discretion to the court to determine reasonable interest in cases 
of conditional bonds. They urge that the courts should have no power to int-erfere in the 
terms of contract enten'd into by mutual consent between debtor and creditor. They 
impose higher rates of interest in conditional bonds where they run greater risk. They 
also want that petty suits sliould be decidt'd Ivv local jjatirhaiiats, and one of the money- 
lenders told me in a very appreciative tone of the work of ixiucJtaiiuts in this connection. 

says a suit filed before paueJiOH is decided very quickly, almost within a month, and 
at the cost of about Bo. 1 as compared Avith the large expense incurred and wmrry under- 
taken in going to civil courts. Sometime.^ the paTuhas are led by safarish and undue 
pressure to give a wrong verdict, but this would di.sajipcar w'itli the groAvth of education. 

Qucftiion 1, — Tlje dealings of bankers with their clientele are generally considered 
scv(‘re and unsynqialhotic, (a) where llie borrower < n a iixvdi or sarkhat or pronote 
finds himself unable to fepay the loan and wants to rentvw it, and (bj where a l)ig borrower 
needs a large amount of money wbieb can only be supplied by one or twf) big maUajans 
of the town (vr city; Ibis nialiajau dictates his ow’ii tc'nns regarding the rate of intere.st 
and nazrana or discount to be cliargod. 

Tlse remedy must obviously take the sliapc of another institution which would bo 
willing to advance at all times on reasonable terms, 

Quexition 5. — Indigenous ban.kers often refuse acceptable demands for want of 
capital; Very few (»f them make advances on l>orrowed capital. It is only to supplement 
their oAvn capital now and tlien tliat tliey resort to borrowing themselves, and this toc> 
rarely. 

The following suggestions are made for extending their resources. Co-operative 
societies should be established among themselves in which they should not only invest 
the fixed deposit in the form of shares but also keep in deposit money lying idle with 
them at a |>articular moment. A little interest on such current deposits would induce 
them to bring in their unused capital. If any of the members of the society b in need 
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ol borrow he should he able to secure the loan easily on a reduced rate of intereat ss 
compared with the rate at which the society or this institution w'oukl generally advance 
to outsiders. 

F. — Co-ordt (tat to n . 

Question 1. — Coiiifkeiitiou exists between indigenous bankers of the Baino ciasa. 
No co-ordination is found to exist amongst indigenous bankers ami the rate of intereat 
in the same class goes down. Amongst indigenous batikcTs of diffureut classes, there i» 
no large coinjxUition, but co orduiation is very rarely hmnd. 

There is no c<unpctition or co-ordination betwe^fn indigenous bankers and other 
banks. The banks can easily afford to ignore the existence of indigenous bankers in 

determining their rate: of course it canruu Ik* unduly high. All the joint skxk hankn 

are more nr less inffutiuM'd by the bank rate. 

TIu Imperial Kank of India and joint stiK-k l>aaks give preferential treatiuent to 
indigenous bankers the extent that the rate of interest is generally lower by alniut 

1*2 annas per ccuit. ; tins is true, however only in \hv case of indigenous bankera who 
keep some si>n of aceount \siilii»ibe bank. 

Qm s'tiuii ‘l.~ No t o ordination l»et\xeen mdigt nous bankers and other banka 

in the pn>viston of t re«li{ to tratle and uidristiy gt*nerall\ . Kverv one looka to hia own 
inti*rt st iUii! itii I 'tmeiits ere rarely made nttli the M'h* object of g»ving Btiumlua to trade 
»:r eniMint'ree 

I’lie esi ulilishmt nl td a prtjvmei.il l>ankers' iisstx'ja? mn w ith ohjeeta to stimnlato 
trade and mtlustrc is bound t{» help trade and indusirv. hut it, would m^d Home sacrifice 
on tlie par: < f baidou^ os ueeepting li>w raton of intt rest or a rt'tluetMl perci'fitage of 
dividends ; Imh in th ' loito nm i? might U* eninpetiHated by extt>ntl<*<l busincHs aw a result 
of this iinderiak ing i! tcif. 

— f 'on vo/n/uf mil of indnu'nffiin i*nnh'<. 

Qoe^fooi ‘.M . It Would b( p<*.ssilde. as uoll as ticsirable. to set up a cUh.s (if lueUKf'd 
or ri ::.s:t-rt <1 moneyb-f^dt rs. 'Fhe rest rietions to bt^ placed on tlicir buHirjCHH should be 
US ftdiows : - 

(1) iiiMMiMum tales «>f inlerost to bo i luirginl Hhouhl be fixed; 

l2i their s)>ou!d hv o|X‘n and available to oflieers ap|M>int(Hl by tho HtAlc ; 

and 

td» they -.htiuld Im* required to dmw up and tdos(' the account of each debtor 
(Very sixili monlh on a |jartii'utar dale. AecountH ehoiiUl l)e inninlaiiied 
l>y them on a uniform Mystern to he prescribed by the Htiile. 

r.e.iding monev should not be reslrietetl to productive purjiOtteH only. When 
nece*=^sitic< bke marnages, deaths, birih of children, and enli'rtainnient of gue»t8 arise 
j:>eoj>]e arc Istund to btjrrow fnan s<»mewliere. If iliev are coinpflhvl (o lM»rrow from oilier 
than ist'ensed rnoneyienders at high rates of interest tlie very object of it w'ill lx* defeated. 

//. — Defects nt statuforij and customary Jait regarding n'covery of debt. 

Qaestioit 1. — Tile .staieinent, in my opinion, is quite true. The difiieullie» which a 
creditor eneounterH in ncovtTing his debt by prvxcHH of law are mentioned in detail 
in my answer to question d of Part K. As fKunkd out in my anaweiH the cHtablifdimenl 
of l(K‘ul panchayats for u numl>er of villages will solve the problem to a great extent. 
The present experience is that by ufjproacbmg the porichayats, wherever they exist, tho 
expense and worry as com)>ared to of law arc nominal, ft is said that for 

filing a suit for Rs. 2;> only an experiHc of five annas has to tn* incurred. The debtor 
IB summoiKNl witliin a ueck. and the hearing is generally completed wdthin a fortnight, 
and judgment ts delivered. Payment of debt i« also arranged on easy terms afkT exaruin* 
ing, the position of the deldor. If the decree has to be put into execution, and Iho 
property has to be put to auction, all this proceas takes another fortnight and the whole 
debt is realised in a month or a* 'he most 40 or 45 days. But generally the whole thing 
is decided as quickly as poi .sihle, » ^id this is fiOBsible in panchayaU only, where the red- 
debt is realised in a month or at the most 40 or 45 days. But generally the whole thing 
debtor or a witness is wanted at a parti(*«lar moment he is at once sent for and his 
eridenre is taken. This no* only savt's a great deal of botheration and expense to the 
creditor but f^qually to i be .debtor. 
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Question 2. — The conclusion, generally speaking, is correct; but there are cases, as 
for example, of young sons of big zamindars and members of Hindu undivided families 
borrowing money at a very high rate of interest and not unoften writing bonds and 
pronotes for double or treble the amount actually received for the purposes of debauchery 
and litigation. Usury is also prevalent amongst some moneylenders in another form in 
demanding what they call big nazrana before making an advance. It sometimes ranges 
from 2 to 10 per cent., — ^in rare cases still more — and all this is deducted out of the 
amount advanced. 1 cannot think of any particular difficulty in the Usurious Loans Act, 
but the help of this Act in many cases is not invoked for fear of getting a bad name 
and losing all prospects of borrowing money in future. The law should be amended 
with regard to borrowing by a meitiber of a Hindu undivided family. On all borix)wmgB 
incurred by any member of the family the consent of other major members of the family 
should be obtained. In cases in which nazrana or discount is allowed by the debtor at 
the time of borrowing it is usually the result of extreme necessity, and such things will 
continue to happen as necessity arises and loans are not obtained on ordinary terras. Such 
persons can invoke the help of the Usurious Loans Act if they like at the time of pay- 
ment. 


(For oral evidence see pages 300 — 305.) 
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A mooo|raph on tlM qtet boalnoot in Ibo Unilod Proilncoi. 

This kind of investment is prevalent almost all over the provnut- \n dttToreuI 
forms and is showing a great kndenoy towards increase. FonniTly it rejocscnitHl tkivly 
petty investments hut as it is found atira<tive in view of the easy instahncntfi m which 
repaymenU are made, loans to the extent of Its, 20() at a time are now freqututlv given. 
The regular units for various kinds of qistbandi loans are as noted Ih'Iow 
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The loans are generally made in the units noted above or in louluj'hs thereof. 

No, <7) ahove, in which ll4\ 12 arc realised for Uio 1 in 72 iiisUliiu ni - «*f 't pies per 
day, is not to he found in Utmures or other parts of tlu' United rrovinn'r h a very 
{>opuiar system among the Jalxuiring and arti.san eiasHcs at C'alv'utta, Iho^igl) j'ayrneni 
hv instnlnients apixars to Ik* so easy the rate of interest works out to he as Inglj us 4 I 'll 
per cent. 

No. (fV). in whiili Hs, 0 are realised for lis. 4 in six instalments of Ke. I per inoiitli, 
chiefly pertains to petty moneylenders in villages. Hut. these are Is'ing leplaced lo 
VunjabiB and Kabulis who advanec Its. I or niulli|>lcs iherrMif at the h< ginning of a 
crop and realise Ks. 6 when the harvest is reap<!d. The metliod of collection by tJicsc 
foreigners is notorious for its severity. They arc found willing to advance money to thofie 
who are refused everywhere. In making collections the roaort picketing and intimi’ 
dalion if the borrower does not pay at the proper time. There is no conifKdition amongst 
these foteigners hut a very strong co-ordination and cooperation. In collating arrears 
they fiil <lf>wn at the house of their debtors and demand f«wHl and other tbingn so long as 
the amount i>< not paid They barasK him in all possible ways and do not alUiw him to 
work. If the aneuint is not paid on the due dale they charge six pies piT ru|MM> extra 
as intercv; piT day. There may he found some jealousy between Puipabu and Kabulis 
but never in the same class. Whenever they have to rt>»ort to intimidation ag«in>i .i debtor 
as many of them as fjossiblo join. They are known in the villages by the nanu? of 
Tharakar. l>heria or Harhia. As they remain more keen on their collection than on their 
investment it is said that they incur very little bad debt, and apparently the lime chosen 
by them for collection, i.e., at the time of reaping the harvest twice in the year, is 
very convenient for the piirjiose. They keep cmly one Imhi in which the loan is entered, 
the name of the debtor written and his signature taken on a stamp of one anna When 
the amount is realised they note down the receipt and strike off the entry with a line. 

The village moneylender, on the other hand, who remains in touidi with his clients 
all the year round. <*ol]e<rts by instalments as note<fl aliove. He generally get»e a Ixind 
writtep with a rate of interest varying from Rs. 3-2 to Hs. 0-4 fwsr cent. p<!r month, 
but reali.saliun- are made in instalments which he credits to the account of each debtor. 
Usually he does md keep any rokar hahi. Dates of rmnpts and pavrnent» are noted 
in the ledger ai'Count. 

Bztent. — (5), in which B«. 12 are realised for Rs. 10 in 12 instalments of Ue. | 

S r month, is non-existent at Benares and is especially resorted to by tlie moneylenders of 
oradabad. Their business is not only confined to Moradabad district or places near about 
as in the case of other clossea o> moneylenders, but extends to the western distneta of 
Meerut. Mnxaffaranagar and Saharanpor, and farther west up to Rolitak and Hisaar in 
the Punjab. In the east thew? moneylenders go to invest money almost up t-o Iiucknow. 
Many fields of their operations are found in BaUmau and Biiapur district Towards the 
I/ALA BaBU LaL VaISH. 
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BOutb-eaBt their business extends to Muttra, Bhikohabad and Farnikhabad. They hav& 
left the northern jxjrtion unexplored and do nut go farther than Halduani. The reason is 
obvious, 'rhe trouble and expense involved in going to the hills are excessive and reduce 
considerably the margin of profit. 

Facilities, — Although the fields of operations are sometimes situated at long dis- 
tances, the servants of the inoneyleiiders go every month to the door of the debtor to 

make advances and. realise instalments. There is no intermediary and therefore the 

system offers great facilities and convenience to the debtor from this point of view. 

Method of accounts, — Tlie method of accounts adopted by these bankers is uniform. 
There js always a bahi at the headquarters in which all receipts, both on account of in- 
terest and capital, are credited and all payments for advancing money, travelling expenses,, 
and pay of servants in connection with a particular tlaqa or area arc deliited. There ia 

another bah I which remains in the hands of the banker’s harinda who goes out to 

look to advances and makes culleclionH. After the close of the immth this karinda prepares, 
a detailed account showing the following : — 

tl) Amount received from headquarters, 

(2) Kealisations during the month. 

Id) Investment, and 

(4) Expenditure during the month. 

The karinda has also with him the second bnhi for ledger accounts in which names' 
of all persons to whom any loan is given are posted. In tliis book they have (1) batta or 
interest khnta in which interest at the rate of Rs. 2 for every qisf is credited; (2) likhai 
khata to which all receipts at the rate of two annas or three annas per qisi, wliicli is ’""o 
a chargo recovered from a debtor, are credited; (3) an aceonnt for travelling and miscel- 
laneons expenses, etc., and (1) pay of servants. Monthly totals under al! these heads are 
posted at the end of the monthly rokar and transferred to respective ledger acKuinIs. This 
la.st page of flic rokar actnally shnw^s income under the first two hcad.s and expenses under 
the remaining heads. 

Bad debts , — In addition to the expenses noted above, this class of bankers {qist- 
iraJas) sufTer considerable loss in irrecoverable amounts. The operations being confined to 
poor classes qist payments are often withheld, and when tlie borrower falls into a large 
debt he is unable to discharge his liability for years. Moneylenders on tbe_other hand do 
not resort to litigation as far as possible. They approacli tlie law couris only when they 
are c;om})elle(] to do so — and this, tor), not primarily with a view to eolleet their dues fr<un 
a particular man, but for the sake of keeping their })reslige in the village and preventing 
the iclcMi growing up tliat if anybcxly does not pay he w'ould be let off easily. Litigation 
expenses and the worry that is involved in filing petty suits are avoided as much as 
possible. Suits are also not filed in view of the. time limit of three years prescribed by 
law. I'ayrnents are more or less made by force of public opinion, which generally supports 
the cause of justice. The legal time limit hardly makes them evade discliarging their 
obligations and therefore time-barred loans continue to be realised, partly because other 
debtors press the defaulters to pay the dues and partly because a defaulter, unless ho 
makes payment, is unable to procure any loan in future. Otherwise everyfiody who s in 
need of Rs. 10 is generally given a qisf by the karinda. Bankers do not know their 
debtors and their only check on the karindu's liberty to make advances is the account book 
which they scrutinise to see that no loan has been given to any person who has once 
proved a defaulter : for this piirpo.se they very seldom write off defaulters’ accounts 
i)ut keep them for decades. However, bad debts do exist and the reasonable percentage 
in such cases lias been considered to be almost 10 per cent, of their income. 

Net income. — In the qisthandi system of payments the full amount of money does 
not remain with the debtor for a whole vear nor does the creditor remain out of p<)cket 
for the whole period of twelve months of the full amount advanced. After a month part of 
the loan i.s4)eing regularly collected. The rate of interest in thi.s system comes to Rs. 44-7-lJp 
per cent, or 44*44 per cent. Adding likhai charges, an additionsrl profit which is f.-utiid 
to be on an average 7*2 per cent, of this interest income, the gross profit amounts to 
almost 52 per cent, of the investment. Expenses on account of salaries and travelling, 
etc., come to 36*5 per cent, of the income. Adding 10 per cent, for bad debts, the 
total comes to 40*5 of gross income and, therefore, the net profit in this business wwk« 
out roughly at 27*78 per cent, on the investment. This system presupposes that rvexy 
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rupt^c reaiised it> iniinexliatcJy re invested, wlneU fart vxili huve to Ue taken into ooii 
fii(ierat*!in and xmII turther rtniiue the lutual aniouni of psofit derived by a inofieytender 
on a definite iiinoiinl of eaipital invested in thiR business. The figures noted above .i*^ as 
accurate as couid i>ostiil>ly Ih‘ gathered. They ure based t>n actual figures of tweh. o 
hankers in aisun sixty si'ts id acei>unt h<H>ks. 

r.ii ji loims.-- Q,s thiindf loans .is noted against Nus. tl-, (‘Jt, bb, ill in the foKt 
paragraph are prevalent at Benarciii. Nos. (1) and (*2) are uaually giMUi to people 

who get inoDililx V. ages or saiane-s, and this elans of debtor^ ioiimhIs id iboerniuent and 
railway servants, servants of mills, ordinary sho[>keej»ers such as foxfiffv, imittais, par 
chunu}"', Liranti merehaiits, eloth nureinmts. betel sillers, wvuwrs, hortifu who prodiiee 
and sell xcgcta!»ii‘s throughout the year, lug milk ellers keeping rows and liiilfal *»»«, 
gadantjiii^ who keep sheep, rear them and sell milk, ami masons, ilc, Saliirv lujlders 
ohvioiisls lind it easy to t>ay instalments tnonthly when their salary is reeoivtd. Other 
artiaans and j>ctty traders try to collect their savings for sonie time and ]*ay eaeli month. 
Moneylenduig in eiasses n'i) ami (1) is e?»nfineil to a lowc-r class of 8»*xMety, members of 
which earn their daily living, sm ]» ns ekka-.\valns. kh unthainilas ihawkeiH), vegctiible and 
fruit-sellers, betel and bin sel/er^. sweepers, shoenuikers. milk selleis, hahruiji iind other 
ivdlars who earn their daily hving, 'riiis system is known hv ihe name of r/i'-ai and 
is prev.ilerb in the sown. No. cJi is mostiy !<• he tonnd in villages. 

c mid fitamicr of nircWim u/. ~ 1 n No- tl). I'b and iJi. prexaient ni towns 

nml ‘ . business is done at tlie house <if ihe e eihtor who keeps a ki.id of printed 

pionote. wloch nr the time of tlie advance is filloil in lyv tlie di'httir on a Htamp 'f rne 
anna This l>ond nsually showa a fixed rate of interest and doei not iiulicate tlial the 
payni' n: wib he ni.olr liv instalmtutts as is u tunily dt«m‘: but |ia\mem is giocriud 
hv privatr lo (Icr.c an,l jind ,-)isJnni ot tlu* place If ii dehlor docs no! p.iy a 

part f !t!s ’oan bic creditor tiles u suit cabidating interest in tin* usual manner, not 
for the re-ovory o| ri'toaining instalments. In class No. <l) the rate of intern's! (‘.me:; 
to ft() per cent. 'Du' rate of interest noted on the [»apcrs only 2 per cent jh'T month. 

liad ati mterc'vMig talk with ;i hx a! mcne\letider who tliouglil that the oiilinnry rale of 

24 per cem per atir um was enough to noer llie interest rei'c-Vid hv the iiisf almenf. jyt'Hfem 

hut was sMrpiisc'i t(^ -lee the praitical caleulat mns which showed iluir it aciuijllv ajHpriteii 
to .'}<) j)er «eiit. 'f’liere was another mi.siake coimnitled h\ iIi h eliis^i of tuoncxhiider tn filing 
snitN 'alia (I tiie haekt r learnt on disciixsioii. When going to court ihev used to ealeulato 
intercut a* ve;nl> resix, x*)iiJe aecoiding i,, th,* tonus of ifie b>an invinbmcnf is ohvionsly 
made on un-ioIiIx n sts. 

7#,o, rr.' . — riu gross rate of interest in the fir^t » i\ caseH noted Kenally worka out !»s 
given hi , In No- (1) and o>t the net lutere-it has ' l>t> Ihsmi wf»rked out on the fttrengl'i 
of a Lui! .a count h<v>kfl maintained hy the hankers - 

Hrojis ir.trrc t. E'fpenioa. Net intcront. 
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E.ipenstft, — 1’he f>ercentage of e.K[>eriMeH in caa.!* other than Nob. H) and <5) cannot 
l>e definitely given but ran lie estimated roughly. 

Likhof charr/e. — In addition to interewt as Khown aliove, all thcBe m(;neylender<s, with 
* the cxcej>ti<ai of No«. ifi) and (7), make an additional charge for likhni (writing expentieA). 
It Its a kind of im-tramj-or discount deducictl out of the principal at the time the investment 
is made. It nhould rigbjiy hfj “'»rnied nazrana or diHcouiit rntber timn UUhai, In every 
investment i Rs, Ifi or K«- ^ one rupee i« nsiiaUy deducte<i in ca(!»en fl) to (i^. lu 
No. ioj of the Moradaba^I type only two to four annas ore deducted for the same. This 
ia an additional profit and would further increase tlie percentage of gain, A part of this 
likkiil, though a very small projiortion, is also paid hy the hanker to his servants by 'Vi.y of 
encouragement as a l>onuH fi»r seciiring cUKtoiners. 

liAi.A r «c Lai. Vaish, 
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ORAL EVIDENCE. 


Friday, January 31, 1930. 


LUCKNOW. 
Present : 

Mr. E. a. H. Elunt, c.i.k., i.c.b., m.l.c. 

Dr. Kadhakamal Mukkiukr, m.a., i*1i.d. 

Bai Bahadur I’andit G, S. Upadhya, b.a. 

Rai Bahadur Babu Mohan Dad, m.a., ll.b., m.l.i , 
Mr. Mohan Lal Sah, m.a., ll.b. 

Dll. Ij. C. Jain, m.a., ll.b., pIi.d. 


Chairman. 
^ Members, 
Secretary. 


(Witness : Lala IUbu Ijal Vaish, b.a., Income-tax Officer, Benares.) 

Mr. Sah : Ib it not a fact that the tendency of the indigenous bankers is to advance 
naonoy against property rather than on business? — The thing is this that on property money 
is secure. Moreover, in the first placu, the debt is secure; and, in the second place, the 
money earns interest for twelve months; in business it earns interest for six months 
only and remains idle for the remaining six months or a part of the year. 

Is the tendency the same among the big bankers also? — Yes. 

You have said that there are certain private bankers whose cheques are not accepted 
“by the joint-stock banks and the big banks. — (Witness) This I have said in my note. 

#||prtain discussion with Mr. Bam Singh, and, as a matter of fact, it is his point. 
He ww explain it more clearly when he comes tomorrow. 

Would you advocate restricting the activities of Kabulis and Punjabis by legislation? 
—I think it is desirable. 

Would the abolition or reduction of stamp duty increase the vise of mitidar hundis ^ — 

I do not think it will effect very much. 

Do you not tl^ink that this will increase their use? — Not much as there is very 
little stamp duty. 

In big transactions the rate at present is 1 anna 6 pies per cent., and generally 
hundis are drawn for two months? — ^Yes, for 31 days, 61 days, 91 days and so on. On 
an average two months, so that the interest increases by nine pies per month, or some- 
thing like nine annas per year. There is no duty on demand pronotes. The maximum 

IB four annas. 

If the duty is reduced on these mitidar hundis will not the demand for pronotes be 
replaced by these hundis? — I think only in commercial circles it might give some Btimnlus, 
but not in others. 

The Chairman : As far as I can understand, the position is that the mitidar hundi 
is more or less dying out. Consequently people who w^ant to borrow money and pay 
after a certain time, that is, after two or three months, are at a disadvantage. By 
disappearance of the mitidar hundi you deprive j'Ourself of a very useful thing. It 
is rather important to get back to your mitidar hundis or something equivalent? — ^It is 
• desirabte from the point of view of the borrower, but creditors, and especially bankers, 
are giving It up. As a matter of fact, in Benares mitidar hundi investment is being re- * 
placed by sarkhat, 

What ^ is sarkhat ? — It is a sort of acknowledgment. Suppose I want to borrow 
’money, I give you a receipt, a kind of ledger, “received so much money,** 

It is a mere receipt? — ^It is in the form of a ledger acooxmt showing acknowledgment 
given by the debtor to the creditor. There is no mention of any permd in it, that i8» 
'SkS to when the loan has to be paid. But the usual period is considered to be s ix months 
-on the strength of the prevailing custom, and decrees are obtained accordingly. The 
.>isdTantage sarkhat over other kinds of investments like pronotes and hundis is that the 
-stamp duty is very little, and it dors not require any special skill in writing the sarkhat. 
Tjala B.iBu Lal Vaish. 
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Mr. Sah : Supptising tho duty w<»re brought level with that paid for ttarkhaU, wii^ 
not 8 arkh 4 its be replaced by mitidar hundis?—l do not think so. Miiidar hundis are 
negotiable instruments. It is always a large number of mtttdar hundis which account for 
heavy debts when a business fails, because the creditors do not know^ bow many hundi^ 
the debtor has drawn. 

How does be know* as to how' many Mirkhats he has drawn? The i^ri at advantage in 
mitidar hundia is that they can be sold from one (x^rsou to antulier.-- (H'(fne««) Yes, and; 
they can also be sent from place to place. But on sarkhai only the local moneylender 
generally advances money. 

Hr. Radhakamal Afukerjee : A sarkhat cannot change hands ? — It cannot and is not a 
negotiable instrument. 

The Chairman : A aarkhat is secure, but it docs not offer fnciliticK, 

^fr, Sah : It is not flexibic. 

The Witiiffis : It is not. Tninsactions on sarkhat uro generally arnin ^ed through a 
dalal, and he is expected lo know about the debts of the lM>rro\ver, and lhareforo the creditor, 
with the help of the ?/<//«/, cornhiniHl with hin own 1 «x*r 1 kriowleiige, knows well about the 
condition of the borrower. 

Mr. Sah : But the question is, supposing this debt is deoroasod ; would not the use 
of hundift increase? What is your opinion? — In iny opini(»n that would not very much 
affect the })reHent position. Tsc of hundis is being given up in favour t‘f other kinds of 
loans l)e<*ausc it has heen fnund to l>c ii dangt rmis iiisliuiin nt bu advancing nioncy. 

In what way V -lb cause it passes into so many hands, not only at that particular 
place where it is drawn, but at s<i many other pliua’S, and the borrower is ho much 
removed from the criMlitt>r that at times the tuiginal ih not actuaMy known. 

How does it make the instrument a dniigerouH one? — Sup|>oHing a man has drawn 
a ?!undt at Benares : il I'ndorscMl at ('a\vn|M»re : then it gocH to Lucknow. 'Phe Ijiickiiow 
man dot’s it on tlie security of the ('iiwiqiore person and tin' ('awnpoie person on the 
aecurity of the ibnares man who in not known to the Liuknow man. The Cawnfioro 
person miglit he endorHing siniilnr hundis at other placeH lilo' Meerut, (jilcutta, Bombay, 
and tlnse ni'iy pass through several hands at Ihrise places: when it is endorsed by 
three or four jH'rsons nobody would care to find out the fK>siti(»ti of the borrower. 

But it passes tlirough several [XTr^ons, and all those through wlnun it passes am 
responsiole for the payment to the actual borrower. — {W tineas) The ultimate creditor ia 
removed at a distance, and the actual condition regarding the financia! affairs of the 
kwrrower ib not caro*l for. If the drawer fails it immediately affects the credit of the person 
w’bo gens rally endorsea his hundie. 

Blit on due dale the hundi can l»e sent to tin' actnal drawer? — Yes, but m the 
meant irnr be might liave failed. 

In case he fails, there are so many other |x»rHonR who arc reftfxinHible ; T mean the 
persons through whom it has passed. — (lYttncRR) They will he responsible one after the 
otlier, but this man — the original drawer — if he mtuins to be dishonest, he draws on kundt 
at Benares, another at Calcutta, another at Cawnporo. He collects all the money and 
declares himself insolvent. This is generally found in insolvency cases. 

The same argument bolds good again?* sarkhat. — (Witness) No. Investment on 
sarkhat is generally made locally, and the medium of the dalal combined with persona! 
knowledge about the debtor always keeps the creditor in a much more securo position. 

There are dalals, more than one? — Not many with each crediU^r. Usually there 
ft re one or two only through whom money is Iwrrowed or loan ii? given. 

Suppose I borrow from ten persons through ten daJals9 — ^Tliat if not the usual prac- 
tice. There are generally tme or two dalals attached to a firm. 

The Chairman : You have men amongst your list ol bankers, what you cal! private 
limited hanks, which I nnderstand are not joint siock banks, hut with limited liability. 
Are there many of these? Car* rou tell me Imw many are they? — This was the inform* 
ation of Thakiir Ram Singh who will be examined tomorrow. 

Mr. Sah : They are all with limited liability, hut registered as private banks. 

Lala Babu Lal Vaish. 
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The Chairman : I think there are also banks which are known as private, but 
which arc nof Jimited? — I do not know personally. 

Mr. Sah : My firm carry on business as an ordinary joint-stock bank, that is, as 
a modern bank, and at the same time we have no limited liability. Supposing the 
business does not conduct well, we are responsible to our depositors to the extent of 
our resources. The question is, have you come across any such firms in the province V — 
No. 

8upjx>8e there ere two or three persons or a single joint family which carries on 
business on modern lines. 

The Chairman : I do not think there are many in the province. 

The Witness : 1 know only one, possibly Anti Ram Sah of Almora. They receive 
'deposits and issue cheque books, etc. 

Mr. Sah : Durga Xial, Mohan Lai .Sab is my firm. Do you think that it is pos- 
sible that more such firms can be eslablislied in the near future? — I think this will 
be possible whore joint-stock banks do not exist. 

The Chairman : The inijxirlanct' of the (picstion is this. These private banks of 
this })articulur type are the original type of bank when every bank was a private bank. 
All these private banks had iiriliniited liahilily and everything depended on three or 
four persons, for iuslance, King and rompany, Watson and Company, Cox and Company, 
'i’hos. Cook and Sons, were until lately purely private banks and they had no limited 
liability at all. Will not svicli private banks be useful until such time as the joint-stock 
banks <ir(‘ (‘stablished ? — Yes, undoubtedly. 

M-. Sah : These private l>ank8 work in the same manner as the joint-stock banks. 
Why slioiild they not have a chance of success? — It will depend upon the confidence of 
the. i>eoi)le. At present I find that there is more confidence in the joint-stock banks than 
in ordinary bankers. 

The Chairman : You have got to look at it from anotlier point of view\ that is, 
what the public think of these hankers and what the bankers think of the public. There 
are moneylenders who adopt this form of banking — (to Mr. Sail) for instance, you w’ere 
probably a rnonevlcnder before you took to present banking. There seems to be a natural 
ihweloprnent of the old indigenous banker or moneylender. 

Mr.fSali : This development came forw’ard with the advent of the British Empire. 

The Chairman : It were clever people who saw the benefit of the cheque system. 

Mr. Sah : We have been issuing our cheque books for the last 40 years. 

The Witness : ChequCB of private banks may not be taken by other joint-stock banks. 

The Chairman : The (juestion is not so much whether a cheque w’ill be taken or not, 
liut whether a bank of tliis private type will succeed in a particular place or not. It is 
almost entirely a matter of confidence, and in a bank like Mr. Mohan Lai Sah’s the initial 
difficulty of confidence disappears as soon as other banks begin to know it. In the 
same way the question of competition also depends entirely on confidence. If a bank 
lias got a certain number of clients who have got confidence in it they will stick to that 
V)aiik, because I do not think you will leave that bank and go to another so long as 
you have got confidence in it. 

The Witness : Thi.s is true and I think in the long run private banks of this type 
ought to be successful. Its extent would depend upon the degree of confidence. 

The Chainnan : Do you think that along these lines there is a possibility of deve- 
hpment? — This is the only way of development. 

Mr, Sah : That would also go a long way to solve the problem of unemployment 
among the educated persons mostly. 

The Witness : How? 

Mr, Sah : Supposing there is my son who has passed his B.A. examination, and 
1 want him to be employed. If there had not been any establishment of my own I 
would naturally like him to go and take up some service. He may or may not 
eucceed. I have my bank, and I would like him to take up the business after I die. 
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The : TJiere are alreatly many sons and relations of bankers \vlu> seek 

duploynient and therefore it will not Inlp inueh. 

Mr. Sah : With tlie growth of this of national hanks you ill rotjuiie many 

^ands. A great many of them would have to he educated. 

The Chairman ; Though indigenous banks will have to ho organised in \\\\^ manner, 
the question yet remains whether the indigenous hankers are going to educate thorn- 

selves in these modern methods. Shall ■we wait for their education, or shall we nujHiso 
certain restrictions on them? — I think w’e should give them certain facilitii's it. inqu-ove 
tbemselvea and certain inducements to organise theiuselvcs in such a manner as to 

keep tlieir accounts properly and to have some check from outside so tliat they slioiild 
create confidence in the general public. 

Dr. Radhakamal Mtikerjee : You agree that we have to develop on parallel linos, 
ihongh this might be in a distant future? — There seems to he no otlier way to develop 
indigenous banking. 

Mr. Sah : At present bankers require more encouragement than rognlul ion. Do 
you agree with this view of mine?— That question is very widt*. I do not properly 
understand the object of it. 

At the present time, according to the present emulitions t>f llie country, hankers 
4ind financiers require * ncourageniciit rather than legishilion to restrict their activities. — 
]f we want lliem to adopt the methods of the joint-stock banks wt' have got to 
<?ncourage them. 

The Chairman ; If those hanks are to sucecid at all in this country, wliat yon 
want 18 not so much com])etiiion as ditTusion of elTort. In the first place, \Alit*re tiierc 
is a bank doing all the work, it is wrong for another bank to come in and try to take 
away their luisiiicss. It is mucii better for it to go to a place where there is no hank. 

The Witness : I would like first diffusion followed by compel ition. Diffusion of 
effort is not really needed in cities and towns. Tliere is also eoinpetitiou. On account 
< f the same, we gt nerally find that the rate of interest is not very higli, and competitinji 
must bring it down. It is only in villages and rural areas that the rate of interest is 
very high and abnormal, and there we have to adopt means to reduce it along with our 
efforts for diffusion. 

Mr. Sah : In this connection 1 may ask what is the sort of security wliich is offered 
in rural areas to bankers? Is it not a fact that the security offered is of the flimsiest 
nature? — Yes. In some cases th<\re is absolutely no security. 

Is it not a fact that the interest is very high simply on account of tliis flimsy 
nature of the security? — Yes, it always depends upon the nature of tlie si-eurity. In 
cerlain cases there is practically no security and consequently the rale of inttrest ih very 
high. 

The Chairman : I will tell you in another way. The profit made liy an ordinary 
mahajan to whatever class he belongs is very much lower than the rate of interest he 
charges. You say a man charges 12 per cent. This is his rate of interest. Now^ if nil 
bis debts were realised and he had no legal expenses, no risk of any kind, he wwjld 
make a profit of 12 per cent, apart from overhead charges. What actually happens is that 
he has bad debts due to flimsy security : he has losses of every kind, and a large part 
of the total profit of 12 per cent, he makes by interest is aw^allowed up in this manner. 
'Consequently his profit is the difference between the two. (Witness) Yes. 

That is the result when you take into account the filmay nature of security 
and all the possibilities of losses due to insolvency and other things. This is 
the case with big men who only make 10 x)er cent, profit. In villages also mahajans who 
charge 37^ per cent, are not such blood sucking vampires as they generally are believed to 

be. They are making only half of the profit which the people believe that they earn? 

Yes, I agree. I had a very interesting talk once with the Collector of my district. He told 
me that the qisiwalas at Moradabad w^ere blood-suckers of the tenant. “Do you 
assess them properly?' T said “I see their actual accounts and assess them on the 
basis of the same. But T differ from your views regarding these moneylenders. They 
go out to distant places, sometimes two or three hunderd miles, to the door of the tenant 
and labourers and advance Bs. 10 to anybody who w’ants money without finding out what 
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tfccarity he hatt got; and then every month they go and realise Be. 1. Instead of Be. 10 
they realise Bs. 12 in a year. The poor man cannot offer any security and therefore he 
cannot get better credit than what these i>eople. He has not to go to any- 

body for recommendation. He gets a h>an at his house and pays it at his house every 
month in a mf>st convenient manner by small monthly instalments of Ke. 1 for 12 
months.’' 

In other words, he cannot expect any better credit than he does? — Yes. Take the 
case of taqavi. 1 am told that where taqavi is distributed people prefer taking loans 
from these qistwalaa than from Government. Although apparently they have to pay 
only 6J per cent, interest to Government, it actually comes to not less tlian 15 per cent, 
as they have to make certain payments to patwaris and oilier people of the tahsii estab- 
lishment; and then the method of collection is considered to be rather severe. 

Dr, Radhakamal Mukerjee : The problem is not to perpetuate the qistwalas but how 
the rate of interest may be cheapened. You say that because the security is so small, high 
rates of interest are charged by these qistwalas, that such rates of interest and profits are 
deserved by tlum, and that these qistwalas though dangerous are a necessity? — ^They 
offer great facilities to those who have no mean.s to get loans from anywhere else. 
They arc ih* 1 dangt rous. 

The [irohlcrn is (hut these people sluiuld pool their credit ho that they may get 
money at a cheaper rate? — Eevon in the case of these qistwalas I do not think their profit 
comes to more than 15 or 18 per cent. There are always bad debts, a large amount of bad 
debts. At least 10 ptT cent, of tlie income every year you must consider as bad debts. 
Then they incur large expenses in going and coming every month to these distant 
places. Well, I have seen the accounts and their profit does not come more than 15 
or 18 per cent. 

Rai Bahadur Pandit G, S, Upadhya : It is true that both the tenants and the qist- 
walas lose. The tenant Joses because he has to pay 37 J per cent, or 24 per cent. Some 
of them run away. That is quite a different thing. But the fact is that the tenants also 
have to pay a high rate of interest because of the want of proper security. In this way 
both are losers. What he suggests is that all tenants wdio have not got proper security 
should pool their credit into a co-operative society and then they will get cheaper credit. 

The Chairman ■ Because the security wdll he better and also the society or the 
hank who advances money will liavc much lesser chance of losing it. 8o that what he 
suggests is that tlie best system w’ould be for the villagers to become members of co- 
operative societies. 

The Witness : This is likely to bring down the rate of interest. As to co-operative 
societies it is nece.ssary, T understand, that every borrower should deposit something 
for becoming a member of the same. 

Rai Bahadur Pandit G. S. Upadhya : Not necessarily. 

Rai Bahadur Babu Mohan Lai : Only they have to take nominal shares. 

The Witness : There is one thing in this connection. So far as I understand the 

debt is alw^ays paid up. It is only when a man is unable to pay the debt that there is a 

had debt, and it is paid not on account of the legal obligation but on account of the 
public opinion juevailing in the villages and rural areas. I have come across cases in 
wliicli T found that debts have been carried forward from year to year and paid after 

ten or tw'elve years. They are paid after such a long time, although legally the creditor 

could not claim them. 

Dr. Radhakamal Mukerjee : Such is the honest of the peasants. — (Witness) Yes, a 
moral obligation is felt by the peasants as a w'hole and" others who also take loans from 
the some qistwahis force the defaulters to pay up their debts, irrespective of legal obliga- 
tions. 

Mr. Sah : We wdll not grudge qistwalas. They should earn their deserving profits. 
At the same time T would not permit honest peasants to be fleeced. 

The CMunnan : The two ihing.s go together if the qistwala is going to get back 
his principal. There is no chonce of having a bad debt, because of vour method of consoli- 
^tion. Tht‘ creditor will be willing to reduce his rate of interest* as he will know that 
be will not lose his money. — (Witnes.y) Yes. 

Lal\ B\nr liXT. V - 



( 306 ) 


We have to the point that neither the tenant's or the moneylender’s lot is as 
bad as is painted. 

Mr, Sah : Do you agree that the moneyleaders are, on the wholo, honest? — In 
what respect? 

In respect of demanding what is due and keeping correct accounts. — (Wituess) Yea. 

Are they equally honest as regards income-tax? — As regards income-tax 1 should 
aay that they are not always honest, I have found duplicate accounts in many cases for 
income-tax purposes. 

(The Chairman thanked the witness, who withdrew.) 
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Mr. SITAL PRASAD, B.Sc., Income-tal Officer, Cawnpore. 


Replies to the questionnaire. 

I. — Agricultural credit a^«d credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

In this district there are no co-operative societies and so the agriculturist’s only 
resource, besides Government, is the village moneylender. J'he former comes to the aid. of 
the agriculturist in times of famine or other kinds of distress or in special cases, such as 
sinking of wells, but the village moneylender advances loans to remove all his wants 
and in particular for the following purposes : — 

(i) repayment of earlier debts, 

(ii) marriage and other social functions, 

(iii) payment of land revenue or rent, 

(iv) seed, 

(v} agricultural implements, and 

(vi) subsistence. 

Out of the total debt, nearly 60 per cent, is for seed and subsistence, and the rest 
for the other purposes named, taken together. Of the total debt nearly 20 per cent, is 
in grain and the rest is in cash. The rate of interest on cash loans varies from 24 to 37 J 
per cent., while loans in kind are repaid at and times at the time of harvest. 
There is practically no setjurity offered to the village moneylender, but the constant need 
of the agriculturist, and the limited number of mahajans in the village, serve as an 
efficient safeguard against the loss of money due to a cultivator’s dishonesty. It is very 
seldom that tlie mahajan has to go to court for recovering such loans. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Cultivators mostly sell their produce to the mahajan in the village who 
brings it to the market in bullock carts. There is often some competition in big villages 
for, besides the mahajan, there are other grain-dealers also. Well-to-do tenants bring 
their produce to the markets themselves. The method is the same for all crops. 

Question 2, — No loan is required for marketing crops by the mahajans, but big 
tenants, who bring the crop fo the market themselves, often take advances from com- 
mission agents. 

Question 8. — If the crop is sold to the village mahajan, he gets it one anna per rupee 
cheaper in the village, out of which he has to pay the carting charges. The village pro- 
duce is sold in cities through commission agents, who do not charge anything to the 
fiellers but levy one pice per rupee on purchasers. Out of this commission, a little rebate 
is allowed to the sellers. Some commission agents charge two seers of grain (in kind) 
per bullock cart to the sellers. It is equivalent to four annas per cent, nearly. Whole- 
eale merchants invariably purchase through commission agents. The rate of commission 
is higher in the case of cotton than in that of foodstuffs. 

Question 4. — ^Very little storing is done by tenants. The grain in markets is stored 
in khattis or kothas. In the former case it is damaged by moisture as khattis are mostly 
hachcha, while in the latter case it is damaged by weevils. The best method is to store 
grain in pakka khattis. 

Question 6. — In villages nobody stores grain with borrowed capital, but in the city 
big grain merchants often raise loans on hUndis or from banks. 

Question 7. — Cultivators do not combine to market any crop. I do not think it' is 
possible BO long as they remain in the present uneducated condition*. 

Part C, — Extent and nature of agricultural indebtedness. 

Question 3. — In my opinion, the land is passing into the hands of efficient farmers 
from those who do not cultivate land themselves, c.g., Kurmis of Pokbrayan are acquiring 
landed proj)ertie8 of Tbakurs. 
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Part J. — Ititernal remUtance and ne^otiahle instruments . 

^Vigotiable instruments play an important part in the exchange of money between 
Cawn|>ore. Calcutta and Bombay » but remittances to the interior of the province have to 
l>e made mostly in Government currency notes by registered post. The Imperial Bank 
of India is now proving very useful for remittances as it undertakes, at a low commis- 
sion of two annas per cent., to remit cash from one branch to another. As noted above, 
village produce is brought into the town in bullock carts and stdd forthwith for cash ; but 
even when the goods are sent to Caw’npore by |pail, the exporter is able to get 76 per cent, 
advance of money from the commission agent through whom the goods aro intended to be 
sold. In such cases it is not usual to execute any pronote,* etc., as the goods in the 
possession of the commission agent afford sufficient security for the money advanccnl. 

II. — Indigenous banking. 

A» — Organisation of indigenous hanking. 

Question 1. — Indigenous bankers may be classed as follows : — 

(a) Village moneylenders with small capital lending grain and cash in amuJl sums 
at high rates of interest. One of the popular methmls is called tiyalu (i.e., qist handi 
loans). The lender advances R«. 10 and recovers Its. 12 in twelve monthly instalments 
of Re. 1 each. This method yields 33 per cent, and is a popular method of borrowing by 
labourers in the city also. Grain is advanced for seed on sairai or deorhi which means a 
return of 26 to 60 per cent, interest at the time of harvest. Cash loans are advanced on 
the basis of bahi-khatas at two pice per rupee per month, or to substantial tenants at 
24 per cent, per annum. 

(fe) Town moneylenders who advance money to zamindars or others on the basis 
of mortgage deeds, simple bonds or pronotes, or on some other security such as ornaments. 

(c) Commercial moneylenders confined mostly to Cawmporo city — finance trade and 
industries and lend money to approved merchants and millowners on hundis and domaml 
pronotes at a reasonable rate of interest. It may be observed that there are cases of 
overlapping between the classes noted above, e.g.^ commercial moneylenders sometimes 
a<lvance f>D the security of house properly in the town, but it is very rare that they 
advance money on the security of landed property. Similarly, there is a gradual transition 
from class (a) to (6), and naturally there are stages when a man carries on business 
in both these classes. 

The village moneylender’s side business is grain, the town moneylender’s zamindari, 
and the commercial moneylender’s commission agency ; but in all cases I consider 
inoneylt nding as the chief source of income. It must however be undersUJod that every 
merchant tries to invest his money on hundis when the capital is not locked up in goods, 
hut I do not class such men as professional moneylenders or indigenous bankers. 

Question 2. — Most of the agriculturists deal with village moneylenders and in some 
cases with the town commission agents. Taken as a whole they give substantial help 
to the tenants in this district. In fact there is no other agency such as a co-operative credit 
society. I have fully discussed elsewhere how the money or the grain is advanced to 
tenants and at what rates of interest. In some villages petty zamindars also play the 
part of moneylenders w'ith respect to their own tenantry. As regards loan to tradera 
they are raised mostly by pronotes or hundis. Money is also advanced by banks on the 
^security of goods. By industry T understand manufacture on a factory scale. In all 
these cases loans are raised mostly from banks, on the seairity of goods or stock. In rare 
caaes money is also borrowed from indigenous bankers on hundis or pronotes. 

Question 3. — It is impossible to find out the exact amount invested by indigenous 
bankers in this district, but the figures of interest receipts were totalled up from tb# 
assessment records of the year 1928-29 and they are reproduced below : — 


Bifida . • 




Ra. 

• • 88,726 

Hamirpui 

. . 

.. 

. . 

.. 1.65.177 

Cawnporo rural . . 

• > 

• • 

• • 

. . 2.23.885 

Cawnpore city 

• • 

• • 

• . 

.. 16.84.472 
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The above figures are the total receipts on account of interest, whether charged 
to traders for late payments of the price of goods, or earned in the course of money lending. 
It is impossible to specify accurately the receipts under the above two heads as all interest 
receipts are credited to the interest acoouni, and the information about total receipta 
only is available in the assessment records. From my experience, however, I can say 
tiiat the interest income on regular loans in these districts will be as follows ; — 

Ba. 


Banda.. 

Hamirpor . ^ 

Oawnpore rural . . 
(Jawnpore city 


. . 80,000 
1,53,000 
.. 2 , 00,000 
. . 8 . 00,000 


If the average rate of interest *in Banda, Hamirpur and Cawnpore rural is assumed 
to be 22 per cent, and that in Caw’npore city 7i per cent., the capital invested in money- 
lending will be as follows : — 


Rs. 


Banda . . 

Hamirpur 
Cawnpore rural . • 

Cawnpore city 

The money lenders in Banda, Hamirpur and Cawnpore rural 
moneylenders. There are a few town moneylenders scattered here and 
of the former is evidently larger in proportion. I estimate the capital 

In Banda : 


3:50,000 

6.80,000 

9.00.000 

1.00,00,003 

are mostly village 
there. The capital 
us follows : — 

Rs. 


Village moneylender's capital 
Town moneylender’s capital .. 


.. .. 2,50,000 

1.00,000 

Total .. 3,5'J,000 


In Hamirpur : 

Village moneylender’s capital •• 

Town moneylender 8 capital 

•• 

5.20»00a 
. . 1,80,000 


Total 

6.80,000 

In Cawnpore : 

Rural village moneylender’s capital 

Town moneylender’s capital .. 

• • 

.. T, 00.000 

2.00.000 


Total 

, . 9/X),000 


The figures of Cawiifwre city represent the capital both of town moneylenders and 
commercial moneylenders. Out of this I estimate the capital of the former at Rs. 40,00,000 
and thal of the latter at Rs. 60,00,000. Tiie figures of expenses collected from the assess 
ment records of the same year are as follows : — 

Rs. 

Banda •• .. «. .. .. 6 862 

Hamirpur •• •• •. .. •• 1>874 

Cawnpore rural . • . . • , . . . . 3,^0 

Cawnpore city .. .. .. .. 

The losses due to irrecoverable loans are not fully accounted for as auoii losses 
could not be ascertained from the information available in the assessment records, but an 
average allowance of 10 per cent, in the case of rural moneylenders and 5 per 9 ent. in tho 
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<?a8e of town and comnieroial moneylenders may be made for such losses. It will bti 
•^sily re<*og]aised that the security being scanty the losses of village moneylenders due ^ 
irrecoverable loans art' larger, while the debts advanced by the town moneyltiider are well 
secured and bis losses do not come to more than 5 j^r cent., but his ixix^nses due to 
litigation are high. Some of them are recovered from the debtor, but others are not legally 
admissible, so an allowance of 10 per cent, for total expenses uiay be nuuic in tlie case 
of town moneylenders and V2\ per cent, in that of village moneylenders. In the case of 
commercial moneylenders a loss of 5 per cent, due to irrreoverabie loans and If ]>er cent, 
due to expenses will be sufficient, the average rate of gross interest being : — 




Ha 

Village moneylender 

. . 

25 per oout. 

Town moneylender 

. . 

15 

Commercial moneylender •• 

• • 

V* .. 

Their net return will be as follows : — 


Ba. 

Village moneylender 

. . 

13 por cent. 

Town moneylender 

. . 

18-5 „ 


Commercial moneylender .. .. .. 7 


Qimtion 4. — There are no recognized financial houses in Cawnjx^re dealing exclusive- 
ly in the provision of credit facilities. The volume of business is not probably very largo 
and is dealt with hy commiseion agents in the ordinary course of their business. 

Qu-efifiori 0 . — Accounts are maintained invariably in mahajavi character and consist 
of a cash b(K»k and ledger. The entries made ih the accounts with resjx'ct to each class 
of business are described below : — 


(a) Ugahi , — Suppose on January 1, 19*29, a sum of Ks. 10 is advanced to A with 
fitipulation to recover one rupee per month throughout the year 1929, tlie entries in (ho 
ledger wiU be as follows : — 

it's occifunL 

Dr. Cr. 


lU. Rf. 

January 1, 1929 .. 12 February 1, 1929 .. 1 

March 1,1929 .. 1 

April 1,1929 .. .1 

May 1,1929 .. I 

June 1, 1929 .. 1 

July 1,1929 .. .. 1 

Aoguat 1, 1929 1 

Sapiember 1, 1929 , . J 

October 1, 1929 .. .. l 

November I, 1929 . . 1 

December 1, 1929 . . X 

January 1, 1980 .. 1 


w la 

B<Ui0 account. 

Dr. Cr, 


Re, 

January 1, 1929, by A 2 

(b) In the case of hundis suppose a sum of R«. 3,(X)0 is advanced on January 1, 
1929, payable after GO days and he rate of interest is T2 pei: cent. |>er annum ; GO daya* 
interest comes to Rs. 60 and the entry made in tlie accounts is as follows - 

The moneylender advances Rs. 2,940 in cash, debits A’s account by Rs. 8,000 on the 
eame day, but credits the discount account by Bs. 60. 

Mb. Sitaii Paasab. 



( 310 ) 


aceountt 


Dr, 

Cr, 



Bs, 

Bs, 

January. 1, 1939 (Bs. 3,940 
oasb and Rs, 60 in- 

March 3, 1929 

.. 8,000 

terest) . . t • 

3,000 

DiiooufU account. 


Dr. 

Cr, 

Rs. 


January 1, 1929, by A 

60 


(c) The system of borrowing on hundis is being gradually replaced by pronotes whiob 
•re nothing more than dejx)8it rceoiptH. There is no mention of the period or the rate of 
Interest in 4fhe receipt, bn^ these details are entered in haht-khataf^ by the borrower. The- 
deposit receipt is not negotiable but there is a saving of stamp duty which is six annaa 
per cent, in the case of hundis. The interest is calculated for the stipulated period after 
which the principal with interest is returned to the lender. The entry is made as follows : — 

A* s account. 


Dr. Cr, 



Bs. 

Rs. 

January 1, 1929 
March 2, 1929 

3,000 March 2, 1929 .. 

60 

3.060 


8,060 

3.060 

Dr 

Interest account, 

Cr, 

Rs. 


March 2, 1929 By cash from A. 

. 60 


(d) The entries in accounts with respect to bonds and mortgage-deeds are the saniO’ 
as those relating to pronotes. 

B. — Raisituj of funds by indigenous bankers. 

Question 1. — Indigenous bankers carrying on their business in the city mostly 
use hundis or pronotes descril)ed above. In villages simple bonds are current where entries 
in hahi-khatas are not .considered suflicient. In the city I think 70 per cent, is purjas 
(deposits receipts) and hundis and 30 per cent, other credit iiistruDients. 

Samples of hundis, prom>tes, and sarkliats are enclosed herewith. A sarkhaf h 
given where the depositor insists on having it. Long-term deposits are usually mado 
with reliable bankers and the depositors themselves do not usually insist on getting de- 
posit receipts. 

Question 2. — is not possible to meet all the demands made upon indigenoua 
bankers, but if they consider a proposal to be sufficiently attractive and are short of funds, 
they sometimes raise money by discounting hundis executed 5n their favour* Assistance 
is given by the Imperial Bank of India or the joint-stock banks to approved borrowers by 
advancing money on the security of hundis or pronotes possessed by indigenous bankers. 
The usual rate of interest is He. 0-7-9 per hundred per month where deposits are made for 
a year or so. In idle seasons w^ell-known bankers usually refuse to accept any deposits a* 
their own money is sometimes lying idle. The rate of interest varies at different seasons. 
In Cawnpore it is specially high in winter when the feharif crops are harvested, and iu 
April and May when oil-seeds and wheat are stored. 

C . — Advances by indigenous hankers. 

The system of cash credits is very rare. Loans are advanced as already noted above- 
by entries in hafii-khatas ^ bonds, mortgage-deeds, hundis, pronotes and deposit receipts^, 
'V^'here the borrower wants to draw money according to his needs from time to time 

*Not printed. 
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Jbe gentrally execute a bond for the maximum sum in favour of the banker and mortgagee 
his property. The sums advanced from time to time are entered in the bahi-khata9 and 
interest reckoned on daily balances at the stipulated rate. The rate of intereat varies 
on different loans as already noted above. In the case of the village moneylender it 
varies from 25 to 37 J per cent.» in that of Uie town moneylender it ranges from 9 to 18 
per cent,, while it is 5 to 9 per cent, in the case of the commercial moneylender. Banks 
have done something by way of reducing the present rates of interest. It must bo rec'Ognix 
ed that the security offered by tenants is very meagre and therefore there will be no 
attraction in dealing with them unless the rates of interest charged are high. Usually 
there is no objection by bankers to show their clients their personal ledgers, but such 
occasions arise very rarely. 

D. — Exchange and money market, 

Tlie brokers arrange transactions between the borrowers and lender and are re- 
munerated at the rate of 2} annas per thousand in the case of demand hundis and 5 
annas per thousand in that of usance bills. The rates for internal remittances vary in differ- 
ent seasons. It is purely a question of supply and demand. The Irn(>erial Bank charges one 
•o two annas per cent, in the case of presidency towns and two to three annas for 
transferring money to the mufassil office, but the rates vary accHirding to the size of 
business. The rates are higher in the rainy season when large sums are remitted from 
Cawnpore 5or employment at ports. The business has now been usurped almost entirely 
by the Imiierial Bank nnd there are very few indigenous bankers carrying on this business. 
Money has to be remitted in notes and coins wdiere there is no branch of a joint-stock 
bank. The local associations are Kapra Kirana and Rugar Committees to which most of 
the disputes are referred. These committees also dt‘torinine the ix>ints of general in- 
terest arising in the market. 

Some malpractices were going on among cloth brokers and commission agents of 
grain and the committees are taking steps to remove them. The brokers used to charge 
the Beliefs eight annas per cent, extra besides the legal brokerage allowed to them. The 
sellers used to make good this payment by charging higher rates to the purchaser. The 
result was that the mufassil purchaser found himself worse off by making purchases at 
Cawnpf»re than if he were to import cloth from Bombay or Abmedabad. Again, the 
system of payment was found to be defective. According to local usage the commission 
agent was required to pay the cloth merchants within 21 days. This practice increased 
the number of (ymmussion agents who w'ere able to carry on a large business with even a 
small capital. The result was that when their own clients failed in large numbers, they 
could not make payments to the cloth merchants and w'ere declared insolvent. The 
Kapra Committee of Cawnpore, realizing the gravity of the situation, has introdreed 
changes. 

E, — Defects of indigenons banking. 

Question 1. — ^Persons carrying on moneylending on the ugahi system are looked 
down upon. Their business is really of a mean nature as they have to deal with low 
class men and recover small sums. Cases of assault and fights between sucli moneylenders 
(such as Kabuli moneylenders) and the borrowers are not infrequent. Other bankers, 
haw’ever, are held in high esteem. 

Questions 2 and 3. — I am not aware of any difficulties, legal or otherwise, experienc- 
ed by indigenous bankers in carrying on their business, and they do not require any 
additional safeguards or privileges. 

Question 4 . — The defects that I have noticed in some cases at Lucknow are that 
the moneylenders usually charge 5 per cent, as commission at the time of advancing the 
loan. What I mean is that they actually advance Rs. 95 while the mortgage-deed or the 
bond executed in their favour is for Rs. lOO. These exactions are altogether illegal and 
may well be made penal. ^ 

Question 5 . — ^Indigenous bankers do refuse demands on account of insuffiolent 
working capital. 

F. — Co-ordination. 

Question 2. — As far as I can see there is practically no co-ordination between 
indigenous bankers and other banks. I have, however, come across cases at Lucknow 
where two or three bankers have combined to accomodate a client where the nmonnl 
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dc^maiidcd is large. Again there are cases in which small pawnbrokers raise funds by 
pawning the oruauionts pledged ^ith them with bigger men at a smaller rate of interest. 

G. — Consolidation of indigenous banks. 

Question 3. — Indigenous bankers are not likely to approve of any measures designed 
to regulate their operations. They will in no case be prepared to publish their balance 
filieelH. 

Question 4. — In a trade centre like Cawnpore the rainy season is the time when 
nearly 30 per cent, of the money becomes idle. It is remitted to seaports for investment. 

//. — Dejects in statutory and customary law regarding recovery of debt. 

Question 1. — The statenient is [lerfectly true. I am aware of the trouble the 
Allahabad Bank bad in dealing with the Taluqdars at Lucknow. The chief difficulties 
arise from the peculiar provisions of Hindu and Muhammadan Laws. According to the 
former the head of the joint Hindu family is not entitled to mortgage the family property 
except for legal purposes. A lot of litigation takes place on this question. Even when 
the Court has decided it in favour (f the creditor the property cannot be sold outright. 
The Hale has to be effected through the Collector who usually allows considerable tune 
to the judgment- debtor for jnaking payment. According to Muhammadan Law’ *he 
dower debt takes precedence over other creditors, and it is not unusual that suits ure 
filed by the wife of the judgment -debtor for recovery of the dower-debt w^hen the latter 
is embarrassed. During the course of execution (f the decree a lot of frivolous objeotiong 
are raised and sometimes suits are filed by outsiders claiming the mor*tgaged property 
to be their owm. Thus considerable time elapses before the creditor is able to realise 
the money. The question is very wide, and touches the personal laws of Hindus and 
Mulvaminadans. Withou't codifying these laws it is difficult to have any improveinent< 
in the present state of affairs. 

Question ‘2. — T do not agree with the last sentence in the observations r f Hie 
lifoyai Coniinission on Agriculture. The Usurious Loans Act is not a dead letter. 
Objections are often raised here regarding the excessive rate of interest. The principal 
defect is that the Act has been given a retrospective effect with respect to all tran;^ act ions 
leading up to a mortgage-deed or other bond, on the basis of which a iuit is filed. I’hc 
mufassil courts have be.en given very wide powers in determining w*hat the proper rat© 
of interest would be in the circumstances of each case. The creditor can never feel sure 
that the rate of interest charged by him, and willingly agreed to by the debtor at the 
time of taking the loan, would be passed by the civil court. Some restrictions might 
well be imposed in this connection. 

Question 2A. — The scheme of setting up a class of licensed or registered mcney- 
, lenders is m>t likely to prove successful in my opinion. The solution lies in giving an 
impetus to co-operative hanks and societies. The scope of such banks may well be 
extended so as to allow granting of long-term loans to zamindars. The bank should 
be nni on busine.ss lines w^itli the object of providing loans to agriculturists and 
zamtndars at cheaper rates. If the management of such banks is in the hands of 
caprtble paid staff they would gain the confidence of the public and deposits will not 
i>e wanting. Initial capital may he raised by shares to w’hich the moneylenders will 
gladly subscribe. To me it appears very difficult to exercise an effective control over 
licensed (^r registered nioneytenders. It will be a new experiment, and the energy and 
money mpiired mnv in the end load to nothing; on the other hand, co-operative banks 
^nd societit^ can he made to do much more useful w >rk than they ©re doing at present. 


(For oral evidence, see pages 313 — 319.) 
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ORAL EVIDENCE. 

Wednesday , Janua ry 29, 1030. 

LUCKNOW. 

Present : 

Mr. E. a. H. Blt3nt, c.i.e., o.d.h., i.c.s., m.l.c. 

Rai Bahadur Babu Moh.an Lal, m.a., ll.b., m.l.c. ... 

Dr. Radhakamal Mukrr^teh, m.a., pIi.d. ... 

Mb. Mohan Lal Sah. m.a., ll.b. 

Rai Bah.^dcr Bandit G. S. Uvadhya, b.a. 

Dr. L. C. Jain, m.a., ll.b., pIid. 

( 1) : Mu. SITAL PRASAD, b.sc., InconicAax Offit^er, Cau'fiporeA 

Mr, Salt : What nieusurea do you suggest for popularising the use of supply hillB 
issued by banks? — The point is tluit the transfer of money from one place to anothtr is not 
dlifficult where there arc banks. But the difliculty lies with mufassil markets, Hueh as 
Pokhrayan, which is a cotton market. A trader intending to purchase cotton there has to 
«end money eitlior by cash or by notes. He Tias no ot.hcr way. 

Have you any suggestions to offer for making remittances easier? — What other me- 
thod can be suggested unless some banks are set up there? 

Cannot the facilities of supply hills be extended to Pokhrayan It is very difficult 
htcause there are no big local bankers. Cawnpore merchants have only buying agencies 
in cotton seasons. Village pr(xluce is brought there by the villagers who must bo f»aid in 
•cash. They very seldom accept even notes. 

Are you aw'are of the fact that at present supply hills can he issued by certain 
treasuries to certain district trea.suries? — How will you take the money to the mofussil 
towns and tahsils? 

Tabsil towns have got sub treasuries? — But not all the mufassil markets. It d(M58 
not solve the problem altogether. 

As regards those places wla re tahsil or district treasuries or banks exist have you got 
any suggestions for making remittam-es easier? — If you use supply bills 1 do not ibink it will 
■solve the problem considerably. I’eople generally come from' villages. They want to have 
■cash, and it cannot alw’ays be possible to pay them in cash. But the present system is 
going on all right. In such cases supply hills may be used, but the remittance charges 
must be low as it does not cost much at present to send the money by peons or servants 
who have to visit mufassil markets for other reasons also. 

The Chairman :WVjuld you advocate the r<^1uction of the money-order and |iosial 
insurance charges? — That would be very good, and that agency will then be employed 
much more. 

What is the percentage of fees? 

Mr, Sah : The percentage is two annas per cent, for insurance and Re. 1 per cent, 
for money order. 

The Chairman : As far as I remember a penny is charged up to a pound in 
England. 

The Witness : If you cod 1 do that it will help matters considerably. In that case 
they might send money by money-order. 

The Chairman : There is another thing I have to suggest to you. You know that 
in our present money-order system you have to fill up a complicated form. In England 
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you go to the post office and buy something like a cheque. Then you put in the name 
of the payee and the name of the post office and then the payee can either cash it or endorse 
it to his bank. Could we not have something like this here? — That will be very good, 

Mr. ^ah : Then there will be another question. In these mufassil areas the post 
office will have to keep ii large amount of money. 

The Chairman : 1 do not think so. 

The Witness : It will be seasonal work. For three or four months only the demand 
W'ill be heavy. During those months they will have to keep large balances. 

The Chairman : Why should you not buy a piece of paper from the post office and 
thus save the heavy money-order and insurance charges? That would be much better? 

Mr. Sah : That would be a great improvement. The question was about sending 
remittances. This method will solve the problem about sending remittances to mufassil 
areuH. 

The Witness : But payment has to be made to villagers and the villagers will not 
a<icept them. They generally want cash. That is the trouble. That will be very good 
for big towns. They will serve as currency notes. 

Bai Bahadur Bobu Mohan Lai : Villagers w'ill not readily accept them although 
it will be just like another form of currency note. 

The Chairman : It will be just an order to the postmaster to make payment on pre- 
sentation. It will be like a bearer cheque or a currency note. But at present the charge 
made for remittances by post is too high. 

The Witness : That is certainly the reason why the post office is not used for larger 
remittances. 

The Chairman : Would you agree to the abolition or reduclif)n of stamp duty on 
hundis and pronotes V — Hundis are much better tlian deposit receipts as the former arc negoti- 
able. People will prefer to lend on hundis if you reduce tlje stamp duty. 

Mr. Sah : You state that the .system of cash credit is very rare. What is the 
sysleiii used by cmiimission agents? — There are a large number of arhatiast and they are- 
growing up. They generally do not want a larsre capital in the beginning. They per- 
suade these cultivators to bring their produce to them. Sometimes they advance money. 

My question is not that. My question is wdiether advances by commission agents 
arc made by the book system — book entry? — To whom? 

To those [)eopIe for whom they sell goinls. — ; Yes.) 

Do arhatias lend under the bahi-hhata system? — Everybody keeps accounts 
of advances in bahi-khatas. 

That is not exactly cash credit. It may be on the basis of a pronote, or it may 
be on the basis of an entry in the bahi-khafa. But it is not exactly the thing done in 
banks. For instance, you send money regularly to the bank and you draw as much 
money as .you like. That i.s not cash credit. It is a running account overdrawn. — (Wit- 
ness). For instance, I borrow some money from a bank on my personal security; that is 
cash credit account — it is credit as well as cash account. 

Mr. Sah : What you are speaking of is an overdraft. 

The Chairman : Supposing you have Rs. 3,000 and you spend Rs. 3,200. For the 
time being you have an overdraft of Rs. 200. Cash credit is not quite that. If yoir 
have one, you may draw from the bank whether .you have got money in your account or 
not. — (irifneA-5) Exaclty. But that system does not prevail here. 

Mr. Sah : The system of lending money by commercial moneylenders is on bahi- 
khatas?— is only on deposit receipts. 

The Chairman : Now^ do you know* many moneylenders who would come into the 
definition of bank, w’ho took deposits? — Ko. except in Cawnpore, where husines firms are 
carrying on commercial moneyleuding : they also receive deposits because they can employ 
that money. There is always a demand. 
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Now in Cawnpore how many hrnia would you say there would he of that kind approxi- 
mately? — Nearly all of them. Two things are combined, trade aiui moneylending. 

How many would take deposits? — All of them will have it when they can get it, 
because there are chances of employing the money for a better return, rsually they allow 
a small rate of interest, say 6 per cent. 

In other words, the large commercial firm is generally open to take deptisits? — 
Exactly. 

That is interesting, because the moment you establish the habit or the custom of 
taking deposits as a regular thing then you have got a very little way to go to come to* 
the real bank. 

Dr. Radhakamal Mukerjee : They would take them from people whom they did, 
not know personally? — Just a little introduction is certainly necessary, otherwise they are 
not very particular in receiving deposits. 

Mr, Sah : Are you of opinion that the commission paid by lx)rrower8 should be 
penalized? — I was referring to the Rastogis of Lucknow. It is very bad, indeed. When 
a man goes to them they take five per cent, for commission, and one or two per cent, 
for their servants, and other charges. So actually the borrow’er does not get more than* 
Rs. 93 or Ra. 94 for every hundred. If that is stopped, it will be for the good of everybody. 

If that is done, will it not increase the rate of interest? — That is another problem,, 
but the Usurious Loans Act will probably put a check on that. 

The Chairman ; There is, of course, another point. Quito a large amount of money 
probably goes to somebody who does not really want it. It goes, for example, to the 
polledar and even to the Deity who does not want it at all. 

Dr. Radhakamal Maker jee : You have just now stated that some of these firms in 
Cawnpore combine both banking and trading functions. How are they linked with the 
village grain-dealer? — It is only a certain class of men who are connected, i.e,, such com- 
mission agents as deal in grain only. Commission agents dealing in clotli and kirana are 
not so connected. It is only persons who deal in grain wlio finance village grain-dealers. 

Mr. Sah : Why not tliose who deal in kirano and cloth? — Be<;ause kirana and cloth 
are not imported from villages. 

That is lending for goods? — That is a different matter. What I mean to say is that 
it is only those persons who are in touch with grain merchants who do this business. For 
instance, the village bania or tlie village trader brings up his produce to the market and 
sells it at the shop of the comniission agent. The commission agent advances him money 
(iff and on just to persuade him always to come to him and not to go to another com- 
mission agent. 

Dr. Radhakamal Mukerjee : Have you seen the agency of these merchant bankers 
dealing directly with the cultivators in the mandi^? — Mostly il is with the villag(' traders 
and village hanias by whom the produce is brought. 

The Chairman ; And still less do the exporting firms d(^al directly willi these 
people? — Not at all. 

Dr. Radhakamal Mukerjee : What is the relationship between the big exporting firnig 
and these graindealers ? — The exporting firms have to go to the commission agents. 
The produce is usually brought by the village bania to mandis and sold to the ex^Kirting 
firms through the commision agents. 

In Hethras we have the distinction between pakka and kachcha arhatiaM. — (IVi7* 
ness) That is everywhere, — a kachcha arhatia gets grain from the village and the pakka 
generally purchases it from the former and exports to the sea port, say Calcutta, Bombay,, 
or Karachi. 

The Chairman : The kacheha arhatia is the man in subordinate service and tliO' 
other is in the provincial service I 

Dr. Radhakamal Munc^iee : The pakka arhatia exports directly, or through 
some exporting firm? What is his relation to the shipper-buyer ?— If the goods are sold* 
direct to Ralli Bros, that is a different matter; otherwise in all towns they send the* 
goods to somebody in Bombay and the Bombay man sends them out to foreign countries. 
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Their agents are always in these big cities? — Yes, but they do not send their orders 
to these persojiH. They purchase gr>od8 from the market and export. 

The Chairman : The real jKisition is that on the commercial side, the market side, 
the connexion between one class of dealer and another is very much better marked and 
Jiiuch closer than it is on tlie money lending side? — Yes. There is absolutely no co* 
<»rdination on tNi moneylending side. 

Can you co-ordinate the present system of marketing? — I think the present system 
of marketing is quite g(K>d. Thc're is a certain amount of corruption. For example, they 
take one to three seers of grain from eaeli cart. 1 have also come across cases when the 
commission agents will sell at one rate, say 5 seers per rupee, while they pay the village 
hania at another rate, say 5 seers 4 chattaks per rupee. This is a sort of corruption that 
goes on. But t])en it automatical ly sets itself right, because the thing does not prevail 
for long and it is bound to conie to the notice of everybody when it gets right. 

Besides, you cannot eoudernn Indian marketing on that ground, because it is a 
thing that you find in ovt-ry country. 

Mr. Sah : Tliere are certain cliargcs, /.c., in the market, dharmala, jhan\ tauJai, 
etc.? — That is a different matter. Nobody grudges taulai, and the amount is trifling. 

It amounts to a lot. — iWitiness) Some of these expenses are absolutely necessary, 
n^icy cannot be done away with. Taulai ^ for instance. That is all that the commission 
sgtmi gets. 

The commissiun agent gets jhart : taulai goes to the w’eighrnen ? — Generally in 

Cawnpore they charge one pice per nipee, that is exactly what he gets as commission. 

The Chairman : T w'ould like to point out that we are taking the witness outside 

his beat because lie has not given any tvidence on that point. You talk about all these 

abiiHes, these odd charges tliat y<»u have got to give to odd sorts of people. Might I 
point out that precisely the same thing happens in any country that I am acquainted with. 
In France if you go to a hotel to order a meal you have got to give 10 per cent, to tiie 
waiter. There you tip your waiter: hero you tip your palledar. 

Dr. Eadhakamal Mukerjee : In w'hat direction do you think the organisation of 

marketing can be improved? — No agency from outside can remove such abuses. For 
instance, in C’awnixire a sort of illegal charge was levied on cloth. Then the purchaser 
found that he bought hia cloth much dearer in Cawmpore than if he vrerc to import it 
from outside — from Ahmedabad. When the traders began to lose they sat together and 
decided to stop this practice. These abuses are peculiar to particular mandia and they 
can only be corrected by the ])eopIe themselves. No outside agency can improve these 
things. 

Turning to the general question of the organisation of marketing, are there diflftcul- 
tios in co-ordination ns between the different intermediaries? — No change is necessary. 
I think the present system is going on very smoothly, I do not sec how' you can 
improve it. I know% for instance, the rate of commission is much lower than what 
the English firms generally charge. 

In organised marketing I suggest there would not be much difference as between 
the price of grain in a village and the price of grain in Cawmpore? — You must leave 
some margin for the man who brings the grain from the village to Cawnj>ore, otherwise 
he will not bring it. 

Apart from tliis there are certain profits winch are made by the intermediaries? — 
'They may be speculative profits which can be made by anybody. 

Rai Bahadur Bahu Mohan Lai : In the case of agriculturists they have to depend 
solely on ihe village moneylender. How w'ould you improve this? — You mean to say there 
IS no competition in the villages? 

There is no true information.^ The poor people know nothing. — (Witness) Round 
about Cawnpore you can go to any big village and you w'ill find that the people are 
Avell aware pf market rates. 

I am not speaking only of Cawnpore, but of the mufassil niandis.~^( Witness) 
Take Hardoi. You mean to say that outside a radius of 10 or 12 miles of Hardoi 
•nobody knows at what price whea. is selling at Hardoi? 
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These Chamars and Pasis do not know the approximate rates. — (Yfifneaa) Id 
Tillages situatt'd in outlying areas, and where there is no compeution among the villaga 
traders, they may not know. In the big villages generally there are more traders th*a 
one, and they know exactly what the rate is. a thing like this can only go on when 
there is only one village bania to sell to whom everyone has to go. 

The Chairman : May I point out another cons idem t ion there? In the village the 
bania takes from the tenant who is selling his grain. He will sell it lo liim, we will 
say, at 10 seers. The ruling price in the market is belter than that. Hasn’t the tenant 
only got to take his grain to the market to get the market price? And, further, would t\t>t 
the tenant spend all the money he got by taking it to the market in getting it there? — 
1 think he will never sell it at the rate of 10 seers if the market rule is imicli lean. 

Whatever it may be, my jHnnt is the village rate offered by llie bania to the enltiva 
tor will never be the same as the market rate. He lias got to allow ft)r some margin. 
— (W’lfneAfA") Certainly, 1 have already said there must bo some margin. 

And, therefore, he will never pay the same price in the village as in the market ?-— 
No, never. You probably know that there are weekly or bi-weekly markets iihvays within 
a radius of four or five miles. It is there that many bania.^ attend and corroet market 
rates are known to the villagers. 

Quite apart from that, is not the remedy in the hands of tin* valors themselves? 
Have not they only got to take it t<^ the market to get the real price? 

Dr. Ratihakamfil Maker jee : You know that in Bihar and Bombay we have got 

cooperative marketing (if cotton. The success of co-operative sale Himply lay in this, 

that the profits uiade by the middlemen w'ere eliminated. —( U'*fncA.v) But to wdioni do 

they sell? 

They organise wholesale co-operative societies and tlit‘ whoh^salc K 0 rit'tit‘s have thedr 
sale dep6ts. They sell not to the urhatias or village buyers, but to these . — (\V if ness) I do 
not know how^ it could improve matters, because wliat is going on at present is on 
competitive lines. For instance, when a man brings liis cotton in the Cawnjx)re market, 
there are so many buyers that he gets the best rate. 

The Chairman : What my friend is really driving at is that lie wants to eliminate' 
the middleman. Every philanthropist in the w^orld has tried to eliminate the niiddh-man 
but thev have not succeeded. 

Dr. Jiadhakamol .Mukerjee : Instead of the middlemen we have co-operative «o- 
cieties. — t ITtfricss) For instance, take the case of cotton. What g(»es on at present in 
that there are certain mercliants who buy cotton from the cultivator or from the village 
bania wlio l)rings cotton to the nrarket. It is in a raw condition. It is ginned and press- 
ed into hales, and supplied to the local cotton mills. You do not mean to say that the 
mills will set up their own buying agencies? They will not do that because the estsbiiab- 
ment they will have to maintain will probably cost them a great deal. 

These co-operative soc!ieties have got nothing lo do with the mill class, — (Wihiess) 
If you were to eliminate the middlenun that will mean that tlie cotton mills wdll 
purchase direct from the hanias. 

That is what they do in Calcutta along the banks of the Hongidy. The jute mills 
are buying from the co-operative societies. — Probably jute is brought to the 
mills. 

No. The arhatias buy direct from the s<K*ietie8, so that the profits of the culti- 
vators are not dissipated. — (Witness) T do not think that it will make much difference 
because you seem to think that the middleman takes away a very large share. I do 
not think otherwise yon would have so rnany of them cropping up. There is keen 
competition everywhere in the country. 

Moreover, you would agree that a co-oiierative marketing society w'ould make 
available information a« reg')’=*d8 the prices in the various markets ?-^The price of 
cotton is w^ell known in Cawn|xre; even New York and Liverpool prices are well knoiyn 
there from day to day. 

Are they well known to the peasants in outlying villages? — They are well known 
to middlemen. They are well known to the consumers. 
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Rai Bahadur Babu Mohan Lai : — You do not consider, in the first place, that there 
if any defect in the present system and you cannot suggest any better method? — I think 
the present method is the cheapest and the best. 

The Chairman : I am inclined to agree with him. They have got the remedy in 
their own hands. They have only got to put the stuff on their own hei^s and carry it to 
the market. 

The Witness : If you leave them in their present state nothing can improve them. 
If they were to bring the goods to the Cawnpore market they will probably be robbed of 
:all their produce, So that would not improve matters. 

Dr. Radhakamal Mukerjee : Co-operative marketing is really educated marketing. 
So co-operative marketing would be the next substitute and a better substitute ? — I 
liave not had very good experience of co-operative banks. 

' Rai Bahadur Babu Mohan Lai : ^In wliat way would you suggest they should Ije 
educated? In the three B’s? — Yes, that is absolutely necessary. At present our diffi- 
eujty is that they cannot read or derive any benefit from newspapers. 

Mr. Sah : How w’ould you co-ordinate the various credit agencies? — I know of 
certain firms in Lucknow who generally deal with smaller pawm- brokers. The latter 
have a small capital and advance it on the security of ornaments. 

How would you arrive at a better co-ordination betw'een the various credit organisa- 
tions? — It is only a (luestion of confidence. A man who is dealing only w'ith tenants and 
^advances them money at high rates of interest is not trusted, as a rule, by the town 
moneylender. There is no co-ordination. 

Cannot you think of some way of linking up these village mneylenders, from the 
Imperial Bank dowm to the village banker? — The Imperial Bank, I know^ will never 
advance money to tow'n moneylenders and they cannot, because the Imperial Bank and 
-every other joint-stock bank has to meet the demands of the traders, which are for 
a short term only. So that the banks can alw’ays be sure of getting back their money 
after six months or so. In the case of indigenous bankers you do not know" exactly when 
the money will come back. I know’, for instance, that the Allahabad Bank took to 
advancing money to taluqdars in Lucknow, but it had awful difficulty in getting it back. 
Now if the Imperial Bank were to advance money to town moneylenders, they would 
naturally advance it to zamindars on long terms. Moneylenders do not know when their 
money is likely to return, and so they do not know wdien they will be able to pay the 
Imperial Bank. It is possible for the Imperial Bank to advance money to the commercial 
moneylenders because the commercial moneylender usually gels back his money after two or 
three months. But it cannot advance money to tow’n moneylenders. I have classified 
moneylenders into three classes — the rural, towm and commercial moneylenders. The 
Imperial Bank and every joint-stock bank can advance to commercial, but not to town 
moneylenders. Nor do I think it feasible. 

The Chairman ■ Your real jx)int is that in the matter of short-term credit there is no 
-difficulty in linking it up, but the moment you introduce long-term there is difficulty? 

Mr, Sah : So co ordination would be possible in the matter of short-term. 

The Chairman : He has given us the answer to that. Credit confidence, and, if 
ihere is confidence, there is no reason why you should not link them up. At present there 
is no confidence. 

Afr. Sah : How would you increase confidence? — In my opinion we should try to 
improve the co-operative banks, or set up a sort of provincial banks, well-managed and 
-dealing entirely with town moneylenders and not caring for the demands of the traders, 
because the latter can look up to the Imperial Bank and other banks. Such banks can 
afford to advance long-term loans because they have not got to meet the urgent demands 
of the traders. No hank can afford to deal both with traders and town moneylenders. If 
it attfempted to do so it may find itself in an awkward position at any time. 

Is there any hundi committee in Cawnpore? — ^I have not come across it. 

The function of a hundi committee. I take it, is to issue certificates that the hundi 
Yias been dishonoured. They are a sort of notary public ?--There is one notary public. 

Mr. SiTAL Prasad. 
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Now with regard to kcpra and Mrana asfiociationB» do they exercise any influence 
»Ter the money market? — None in my opinion. 

Do these flgures that you have given here exclude incomca below Ra. ‘i.OOO?— • 
These figures I have worked out from my assessment records. 8o I have not taken into 
JKMsount persons who are not assessed to income. 

The Chairman : I want to ask one last question. These figures, of course, only deal 
xvith incomes down to Rs. 2,000. — Rs. ^,000 and above. 

Well, now you remember, within the last 25 years the maximum limit was Ka. 5(X), 
and after that it was Rs. 1,000. Now it seems to me that if we could get hold of similar 
figures as those for the years in which the limit was Rs. 600 or Rs. 1,000 we may 
.possibly be able to apply them to the present age? — The records have all been destroyed. 

Still there may be a certain amount of information. They would not have des- 
troyed the annual or triennial reports. They might be there. — (Witness) But then you 
want information only about moneylenders. I do not know if it would be possible to 
get it. 

I w^as wondering whether it was possible to discover what the amount of interest 
was for incomes under Rs. 2,000. — We Ijave no records whatsoever. It may 
possibly be in the annual reports or the District Gazetteer. The District Gazetteer does 
not give interest income separately so far as I know. Tt gives business income only. 

Mr. Sah : You suggest legislation prohibiting the Kabuli from dealing in money- 
lending business? — They are disgraceful fellows, because it is the most needy who go 
to them, and they recover the money by force. It would be difficult for anybody to resist 
him. There are many private servants who borrow from them. They know they w^on’t 
get money from any other banker or moneylender and they generally borrow from the 
Kabulis. 

(The Chairman thanked the w’itness, who withdrew.) 


SiTAt Prasad. 
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Khan Sahib Saiyid JILI HASAN, B.A., Ineome-tax Offieer, Fyxabad* 

to ikm qnatlioiiJiaire. 


II. — Indigenous banking. 


A» — Organisation of indigenous banking. 


Question 1. — Only one class of indigenous banker is found in my circle. 

They advance loans on Ijonds, pro-notes and khatas. 

Almost per cent, of bankers in this circle combine business or agriculture with 
banking, the latter being a subsidiary business. The reason is that the urea comprised 
within this circle is wholly agricultural. 

Question *2. — The bunkers in rural areas advance loans mostly to ugriculnirists. 
and also to small traders and sugar refiners. In urban areas, however, the bankers 
advance loans to small traders and those who carry on industries on a small scale. They 
advance mostly on pronote and khatas and seldom on bonds and hundis. 


is 


Question 3. — A rough estimate of the capital of indigenous bankers in my district 

Bs. 

Bural ... ... ... ... 16,91,000 

Urban ... ... ... ... 32,29,000 


49,20,000 


Their expenses would be ; — 

Bural 1 per cent, of the interest. 

Urban 2 per cent, realised. 

The average return is between 9 and 10 per coat, net on the capital invested. 

Question 5. — The bankers either keep accounts on the mercantile accountancy or 
single-entry cash system. In the former case they maintain at least two records, f.e., 

(i) a Hoznamrha (in which they enter daily transactions ^^luch is ck)Hed every evening), 

(ii) a khaia (ledger). In the latter the loans are noted in chronological order WMth pay- 
ments against them in one and the same record daily. 

B. — Raising of funds by indigenous bankers. 

Question 1. — Bronotes and ktiatas are more in vogue than hundis and bonds. 

Question 2. — Indigenous bankers provide themselves with funds by saving from other 
sources of income. They very seldom borrow capital for investment. 

Practically speaking they obtain no assistance from the Imperial Bank of India 
and joint-stoc'k banks when they are in need of funds. 

Question 3. — There is only one banker at Fyzabad who receives deposits on 
twelve months’ notice of withdrawal at a uniform rate of Bs. 0 per cent. 

C. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers advance the required loan on hand notes, khatdf 
or in some cases on bonds. There are a few' bankers in my circle who deduct interest 
for one month beforehand out of the loan advanced. 

In cases of small loans the rates vary from 12 to 20 per cent, per annum. 

JChan Sahib Saiyid Au Hasak, 
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In cases of hand notes and khatn no security is demanded. The creditor depends 
on the personal credit of the debtor. When, however, tlie loans are advanced on bonds, 
landed properly, pro^irietory holding or house property are accepted in security, and, in 
exceptional cases, the agricultural holding since the latter is non- transferable under 
the Jaw for the time being in force. 

The rate of interest is from 10 to 2l0 per cent, per annum. In case of small loans 
the rate of interest is higher than for big loans. 

Question 2. — The agriculturist has to pay the indigenous banker from 12 to 20 
I>er cent, per annum, either in cash or in kind, but no other charges. 

It is possible to improve the organisation of banking by opening rural banks or 
other agencies like oo-operative societies, which can advance loans on a lower rate of 
interest, and thus compete with the indigenous bankers. 

' By this I think the agriculturist will be benefiitetl, and the village moneylender 
will not be able to intercept the benefit. 

Question 3,— /The clients of bankers have no difficulty in inspecting their accounts. 
The banker shows the account or gives an extract from its ledger when the client requires 
the same. 


F, — Co‘0 rdi nation. 

Qttestion 1. — Tborc is only one class of indigenous banker here, and there is no 
complaint. They are indifferent to each other. 

The co operative banks arc not appreciated by indigenous bankers. Tlie former are 
regarded by the latter as their rivals. 

Question 2. — As far as is known to me no co-ordination exists between indigenous 
bankers and other banka in the provision of credit to trade and industry generally. 

For better co-ordination, I prefer co-operative or rural banks under the control of 
the Stale, particularly for the benefit of the agriouUnrists, with branches in important 
towns and villages. 


0. — Consolidation of indigenous hanks. 

Question 1. — To consolidate and improve the indigenous banking system, I w'ould 
sugge u startjj^ig a provincial banking association witli branches in important trade 
cenlrcfi. ^ 

Question 2. — Indigenous banks would seciiro an increased client^jlc if they were 
recogei >ed by Government. 

The conditions of such recognition should be that a banker’s assuciation l>e 
founded in each district which should be registered under the Companies Act. Its 
branches should be opened in big villages. 

A maximum rate of interest should be fixed in the case of loans advanced for 
improvement of agriculture and industries only. 

Question 2A. — I do not think the licensed or registered moneylender would remove 

the difficulty as long as the statutory law’ stands unaltered, since 80 per cent, of the 

population of Ibis circle is dependent direotly or indirectly on agriculture or industry. 
The best thing under the circumstances would be to start rural banks, or create 
bankers’ associations to help tlie agriculturists and those engaged in industry in the 

rural areas with small loans at a low rate of interest, so that they may escape the 

clutches of the usurers. If there be any difficulty in creating such agency co operative 
societies should be encouraged to take up this work. The loans should be advanced for 
productive purjioses only. 

Question 3. — ^Indigenous bankers would not like the disclosure of their financial 
condition. 

Question 4. — In rural areas money is idle in the hands of indigenous bankers a 
short time after the harvesting of rabi and khanf crops and before sowing, to the extent 
of 20 per cent, of their investments, and it is kept idle. * 

If new industries are started in which the rural banker has confidence these funds 
will find remunerative employment. 

Khan Sahib Saiyid Ali Hasan. 
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Question 5 . — The mdigenous banking eystem in my locality is in no way connected 
with tbe money markets , but such connection seems desirable. 

For this connection I prefer the establishment of branches of joint stock banks in 
every district with branches in important villages. 

I believe that such joint-stock banks will have a wholesome effect on indigenous 
bankers. The people will have more confidence in a joint-stock bank than in a single 
individual. 

It should be made a condition of the recognition that the bank should keep a 
portion of its capital for investment in the branches. 

I do not think there will be any difficulty in the case of a single Hindu joint family 
"being proprietors of an indigenous bank. Such instances are met with in which two 
or more joint Hindu families carry on business jointly. 

There is no danger of undue competition between such combinations. 

The joint-stock bank would be able to attract enough business to make its esiablisb- 
ment profitable. 

It is desirable that a Central Reserve Bank be established, with which indigenous 
banks should be linked through a joint-stock bank. 

II. — Defects in statutory and customary law reyarding recovery of debt. 

Tbe view’s expressed' by the Royal Commission are quite sound. The following 
Are some difficulties which a creditor has to face in connexion with the realisation of 
loans : — 

(t) As soon as the loan matures, the creditor presses for payment and the debtor 
seeks thti advice of a lawyer to evade payment, if possible, by finding 
any loop-hole in the terms of the contract. This is invariably done in 
case of loans advanced at a high rate of interest. 

(ii) When the debtor is sued by the creditor, the court has powers to interfere 
under tlie Usurious Loans Act. 

(Hi) Proceedings in a civil court are often very tedious and entail much trouble 
and expense, so much so that, in cases of petty loans, the latter are 
absorbed by costs of the suit. 

(iv) Even if the creditor is fortunate in obtaining a decree, his difficulties are 
still not over, as the procedure is very elaborate. He has further to apply 
to the court for making his decree absolute within three years of the 
original decree. In case he fails, the decree is barred by limitation and dead 
beyond remedy. In case the decree is made absolute he has to apply for 
execution of decree and attachment of tbe judgment debtor’s property. 
This involves a regular tug-of-war between the cr^itor and the debtor. 

Two remedies in this connection suggest themselves to me : 

(a) There should be a maximum limit of rate of interest beyond which the court 
ebould not interfere, and the Usurious Loans Act should be so far amended. 

{b) The procedure of the decree should be simplified. The intermediate proceed- 
ings of applying for making the decree absolute should be done away with, as was the 
case before enactment of the Civil Procedure Code in force at present. 


Sahib Saitid Aia Habah. 
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Thakur KANHAIVA SINGH, Income-tax Officer, Jhanai. 

Replies to the questionnaire. 


I. — AgIUCULTCUAL CUKDIT AND C'Ul’DIT FACILITIES. 

Part A. — Agricultural borrowing for j^urpose^ of production. 

Question 1- — The agriculturist in Jhansi district mainly borrows money from the 
village moneylenders. The tenants of villages near alxiut towns borrow money frtun the 
town moneylenders. The co operative movement in tliis district is yet in its infancy. It 
exists only in about 21 villages. The agriculturist makes ust^ of it. He willingly borrows 
money from Oovernment in the shape of taqavt whenever offered. 

In Jalaun district, where activities of the co-operative moveiiienl are far advanced, 
the agriculturist lirst tries to borniw money from the co-operative societies. When ho 

is refused, he goes to tlu* village iiumeylcnder or (ho icjwn iiioneylender. 

He generally bornnvs in this district to meet his own expenses at time of famine. 
This district mainly dejn'iids for its agriculture on rain, which is generally short of the 
average. Kejiayment of earlier debts and accumulated interest is another nocessity for 
which the agricullunst has to borrow. Agricultural improvement does not count much 
with the agriculturist of this district. He borrows nmney for the purchase of cattle, 

payment of land revenue or rtuii, seed and subsistence, marriage and other social functions 
also, but the amount borrowed for these purtxiscR falls far short of the one borrowed for hi« 
own expenses in distress, repayment of earlier debts and payment of accumulated interest. 

The debt is generally distributed GO per cent, to meet his personal requirement , b at 
the time of tlistrcss, 35 per cent, to pay up earlier debts and acouinulated interest, and 
6 per cent, for other purposes. 

The j^roportion of the debt is 85 ]>er cent, from village moneylenders, 6 per cent, 
from town inoneylcnders and from Government and co-operative scH’ietios, 

The proportion betwetm cash and grain debts is 70 to 30 per cent. 

Of the grain advances the whole of it i.s taken for short periods, bei!aus€> grain 
advanced in October and November is to be realized in March and April, and grain ad- 
vanced in the rains is to l)e realized in the month of December. Of the cash advance 

25 per cent, consists of fMdty loans which are to be realized on monthly, quarterly and six- 
monthly rates. The rest is for long periods. 

QuenStion 2. — The general rate of inieresi for cash advances variea from 24 per cent, 
to 37J per cent. Dnnjabis, who ailvance money to railway employees and low-caste [>eople» 
charge an intercHf of f;ne to four annas a rupee per month. The agriculturist also borrows 
from these Punjabis at the same rate. For loans- in kind for seed, the rate is 25 per cent. 
This is w^ell known as the sawai system. 

For gram taken for cr)n8UTnption the rate is also 25 per cent., hnfc the practice is 
that if grain sells at 9 seers a rupee, they will advance at 8 to 8J seers. This grain will 
again be converted into nu»ney and the creditor will take grain from the debtor at the 
harvest lime at the rate prevailing at that tone. 

The metliods of calculating the rate of interest are generally simple interest, hut 
in most cases (ip almost all cases) of mortgage-deeds romprjnnd interest is levied. Tn the 
qUt system the mtercst is taken at the. time of advancing the loan, and the money advanced 
is realized in the ne\t following months. Then again there is the niiti system or ante 
system, which is adopted by the^ business-men in general. 

■C J iTll® 1“*^ intfrest appears to l)e eaorbitant, bnt owing to the operation of the 
Kiindelkhand Land Alienation Act there is very little security to the creditor. 

In Jhansi city and in Lalitpnr taheil the moneylendera generally deduct one anna 
per rupee at the time of making the advance. Even after the advance of the loans the 
moneylenders claim, as a matUr of right, carts free and fodder, milk, ghi at a cheaper 
rate. 

Question 3.— The usual kinds of security are standing crops only because the village 
moneylender is generally a Vaisb, who is a non -agriculturist and thus cannot get tha 
ThAKUR KaNHATYA SiNTfH. 
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xammdari property under the Act mentioned from the borrower, who is generally an agricaU 
turist. If the agriculturist borrows money from a man of the agriculturist class, he caa 
mortgage his land as well. 

It is correct to say that the better the title to land, the greater the amount of in- 
debtedness. 

Question 4, — A moneylender of the Vaish community realizes money by filing a suit 
and executing a decree. Zamindars and Punjabis, on the other hand, realize most of 
the debts by adopting coercive measures. Seeing the utility of force some moneylenders 
of the Vaish community have begun to employ sweepers and Pathans. 

Moneylenders also adopt the cnxiked method of taking thumb-impressions or signatures 
of the debtors on blank pronotes. They threaten the debtors that if they do not make 
the payments, they will be sued for any amount. 

In Gorakhpur district there is a Hariya class, which employs the dharma system 
in realizing the interest of six annas a rupee. They employ several men who go 
in a body to different villages and lie at the door of the debtor and do not stir or take 
their food unless the debtor clears off the debt. 

There is alw^ays a difference betw'^een the market rate and the rate at which the 
cultivator borrows grain, and this difference is to the disadvantage of the borrower. The 
cultivator cannot ascertain the prevailing market rate from time to time. This can be 
done if a branch of the co-operative society is established in almost all the localities, and 

the society takes upon itself the duty of broadcasting the rates. This could also be 

done through the agency of the schoolmasters, if the village schools were supplied witb 
papers containing the rates. 

Question 6. — The cultivator tries to take advantage of both the Agriculturist Loans 
Act and the Land Improvement Act. He borrows iaqavi freely, but most of the money 
goes to pay the earlier debts. It is very Hcldoni ust'd for the purposes for winch it is 
taken. 

The pressure of his creditors keeps the cultivator from horrow’ing taqavi »uore 

freely. 

In abnormal years taqavi is never sufficient. 

Since the time the deputy collectors have taken it Tipon themselves to distribute 
taqavi in their presence there appears to be no defect in the distribution, but 'f the 

taqavi is to reach only those persona who arc really in need of it, it is absolutely jitves 
sary that a body should ho formed in each village, wdiich must consist of a representative 
from <‘aeh class, and this body slioiild draw a list of the persons, wd\ich may be scrutinized 
by the qanimgo. The names left out by him should be scrutinized by the 

Bub-divisional officer. In this connection special care should be taken to see that 
the money is spent on tlie tnirposes for which it is advanced. It may be suggested here 
that if taqavi is advanced for seed purposes, it might be advanced in kind through the 
Agricultural department. 

Qiiestum 6. — Cultivators do not combine in this district to produce particular crops, 
and such combination is not possible owing to the extreme backwardness of the people 
of this part. 

'Tart B. — AgricuTtural 'borrowing for purposes of inarleiing. 

Question 1. — The crops are brought invariably to the market by carts and camels ' 
If the crop is used for domestic consumption, nothing is deducted for dust, etc. If it 
is to be sold in the market, they charge something for dust and dryage, etc. 

Question 2. — Grain merchants generally finance the marketing of crops. If they 
advance the money before the crops are ready, they get the grain at a cheaper rate. 
If they give it on seeing the crops, the only condition is that the tenant has to supply 
them the grain at the then prevailing rates. 

The co-operative society in this district is still in its infancy. It does not 
assist in the marketing of crops. If it begins to assist, it will be a great advantage to 
the village cultivator. 

Question 3. — The cultivator has to pay six pies a rupee as weighman’s dues, and 
Bells at 4 chhataks per rupee below^ the market rate wdien he sells his grain to the local 
moneylender. 

He cannot take his crop to the commission agent because commission agents gener- 
ally live in cities, and the municipalily has enacted that all the grain must pass through 
weighmen. 

TBAKirm Kanhaiya Singh. 
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The dalal does not get anything because dnlah work only in pahki arhat,, 

The wholesale inerchaut has to lake grnin from the cultivator thnnigh weighmen* 
i^’ollowing are the incidental charges if a cart carries a load of 16 inaunds : — 

4 chhataks for servants, 

4 chhataks for sweeper, 

4 chhataks for pasariyaiy 
‘20 chhataks for temples, 

2 chhataks per maund for palUdari, 

‘2 seers per cart for weighmen, 

C chhataks* per maund for dust, 

4 chhataks per cart for sample, 

4 annas per cent, for twie'baifa^ 

i.e., if jtidr sells at 10 seers a rupee, a cart will c<*ntain juar worth Rs. 61 or 16 maiiuda. 
'The charges that the cultivator has to pay on Rs, 64 aniouni to Re. 1-6 1 or about IJ pits 
per rupee. There is a tendency to impose further incidental charges on the crop. 

Question 4. — The cultivator stores liis grain in khaftis\ 

In markets grain is stored in koihas. 

The store house should invariably ho air-tight and frea from the danger of insects. 

Question 5. — The grain stored in markets is very often used as security for obtain- 
ing credit if the grain-dealer does Ins business mostly with horrow^etl capital. 

Question 6. — I do not tliink that the system of warehouses, like that in the Unih^d 
‘States of America, could be worked in India. 

^ Part C. — Extent and nature of agricultural indebtedness. 

Qiicston 1. — There is a village Dhobia Nala in .Thansi district. It contains JU 
Tenants who have borrowed Rs. 4,550 from various creditors. Hero the indebtedness per 
tenant conies to Rs. KVt. There is another village Hasari ; .T1 tenants have borrowed 
Rs. 1,750 from eo-oporutivc socielies. This come.s about Rs. 53 j>er tenant. Each 
tenant has borrow<=^ about Rs. 50 from others. Thus the* average indebtedness hero 
is Rs. 103 per head. It can safely be said that the average indebtedness of a tenant 
18 Rs. T25 per head. 

Qu£sUon 3. — In Sitnpur district land and the rights in land have already passed 
and are passing in a marked degree from poK-Hcasion of people who are etficient farmers, 
into the hands of tlie creditors, who are not themselves so. This causes thff cultivator 
to produce less or les.s efliciently. 

The moneylender being himself ignorant of cultivation, the tenants do not get fie. 
same supfiort. 

Part F. — Co-operation. 

Question 1. — The relations between the eo-operntive lianks and the Imperial 
Bank of India and the joint-stock banks do not rerjuire any comment. Indigenous bankers, 
on the other hand, are hostile towards the co-operative movement. 

Question 2. — Co-operative societies have no special difficulties in raising either 
abort or long-term capital. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment is sufficient. But if ilie municipal boards’ and district boards’ provident funds 
and such other accounts were placed in the co-operative hank, they might prove of immense 
help to it. There are often minor accounts or suspense accounts with judges. If sacli 
money could be placed witli the co-operative bank, it could help its cause. 

Question 4. — It is possi’Dle to stimulate the growth of the co-operative movement by 
financial concessions, and such action is desirable. 

Question 5. — The establishment of the provincial co-operative bank would 
fstimiilate the co-operative movement in the provinces. 

Part C — Small industries allied to agriculture. 

Question 1. —There is a cotton ginning mill on a small scale in Man, diatrut 
Jbansi, and another in Kalpi, district Jalaun, and a small oil-mill in Lalitpur* CAtectm 
is also produced on a fair scale in this district, 

Thakub Kanbaita Binoh, 
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Question 2 . — The cotlxjn ginnlDg mill does not get suflScient raw maleiial.?. Tlie 
cotton ginning mill at Kalpi is doing quite well. The oil mill at Lalitpur does nut get 
Buf&cieut oil seeds. 

Question 3. — Jhansi contains a lot of babul and palas trees. Tenants could earn 
a lot if they were taught to produce gum and lac from them. The Forest department 
IS doing something towards the productiuii of lac in Lalitpur. 

Buch enterprise requires Government help and very little capital. 

Part H. — Smahl urban industries. ^ 

Question 1. — A cement pii>e industry is financed by an individual himself. So far 
as the oil and kharwa industries are concerned, they are financed by the merchants. 

The artisans, so far as oil is concerned, get raw materials from the interior. 
Sometimes the irierchants supply them with raw materials. So far as kharwa is con- 
cerned, the merchants supply them with yarn, colour, etc. 

Their wares are disposed of by the merchants. There is a very extensive market 
for kharwa and kashi of Mau and Kanipur in Calcutta. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — The facilities available to the public for internal remittance are^ 

(i) money-orders, (ii) telegraphic inoney-orders, fiii) bills of exchange, (iv) cash orders, (v) 
banker’s draft, (vi) insurance. 

There are no defects in the present system. ^ 

Question 2. — Negotiable instrmncnla save time and expense. The risk of taking 
money from one place to another vanishes if they are used. 

Question 4. — Bills of ejfcbange are already in extensive use. 

Question G. — Only bills of exchange {hundis) payable on demand are current m 
this district. 

Hundis pass freely from hand to hand. Those of this district are discountf^d only 
in this district. 

Question 7. — It is ixjssihle to borrow money during the process of marketing against 
railway receipts. 


II. — IXDlGrCNOCJS BANKING. 

A. — Organisation of indigenous banking. 

Question 1. — Tl^ero are four classes of indigenous bankers in this district — 

(I) Punjabis or Kabuli nioneif lenders. — Nearly all of tliein live in the city and 
they advance money mostly to railway employees and also to villagers. The rate of 
interest charged by these people varies from 75 to 300 cent. The average is 1B7J- 
per cent. 

(*2) The middleclass moneylender, who (hu's other husiness also besides moneylending. 

(3) High class bankers. The number under this head is very limited. The cuf 
tomers generally are tliosc people' who are generally engaged in some businesss c-r 
other. 

(4) The village moneylender. His customer is generally the village agriculturist. 

As stated above class (2) is a class of indigenous bankers who combine other 

business with moneylending. Banking is a subsidiary business of this class. 

Question 2. — (i) Agriculture. — No prominent part is played by indigenou.s bankers 
in financing agriculture because in this district it is carried on on very crude methods 
and does not require any capital (the question of famine years is quite different). How- 
ever, when any help is required, it is given by the village moneylender. 

(ii) Trade is financed by high class bankers on reasonable rates of interest. 

(iii) ^Some of the industries are financed by the individual owners, while oil, 
carpets and kharwa industries are financed by the middleclass moneylender. 

Methods. — The village moneylender loans out money or grain to the agriculturist 
at rates varying from 24 per cent, to 37i per cent, and realizes the money or grain 
when the harvest is ready. For trade purposes the money is advanced at rates varying 
Tbakur Kanhaita Singh. 
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from Ks. 9-6 per cent, to 16 per cent. So far as industry is concerned, the middlcclass 
moneylender provides the mw material and pays their charges. If he advanc^es money 
for the purchase of raw material and if the artisan cannot supply the gtxxis, he has to 
pay interest at rates varying from 24 to 37i per cent. 

Question 3. — It is possible to arrive at an estimate of the resources of the indf- 
genous bankers, but this estimate would duly be an approximate oi»e. 

The capital of each class is shown below — 

(.4) Jhansi district. 


Hs. 


(1) Punjabis ... ... 10,0tX) 

(2) Middleclass moneylenders 10,00,000 

(3) High class moneylenders 30,(K),000 

(4) Village moneylenders 20,(K),000 


(B) Jalaun district. 


(1) Punjabis ... ... ... ... ... Do not exist. 

(2) Middle and (3) high class moneylenders ... ... 20.00.000 

(4) Village moneylenders ... ... ... 10.(K),0(K) 

Question 3. — The volume of their business is 2 crores of rupees in Jhansi and . 
tH) lakhs of rui>ees in Jalaun. 

Their expenses in towns — 10 to 15 per cent. 

In the interior — 5 to 10 per cent. of the income. 

Kabulis — 2 |)er cent. 

Expenses, bad debts and foreclosures depend u]K)n tho locality, influence of the 
creditor, crops, invesinients and methods of realizstions. Hence any average will be 
only guess work. 

Question 4. — There are no financial bouses in the province dealing solely in tlie 
provision of cnnlit facilities similar to the Chettis of Madras, etc., because the volume 
of work is not sufticient even to meet expenses. 

Question 5. — Where bankers keep up to date accounis, they either keep them on 
the ca^li basis system or on the mercantile system. But in tlie interior pronotes and 
dcKnanent-s form the accounts in most ease-s. In others they maintain ledger books, m 
which the personal accounts of t!)e debtors appear. The.se ledger accounts cat» be used 
for several years. Tliey are generally not renewed unless the books are finished. They 
calcvilate interest on the per.sonal accounts. When the books are renewed, the balances ara 
seldom carried forward. Very few moneylenders prepare balance sheets. 

B. — Raising of funds by indigenous hankers. 


Question 1. — Only hundis payable on demand are prevalent. Rince the time when 
the postage stamps reephred on mudati hundis were raised from one anna to one anna 
six pies they are not visible in the market. 

Deposit receipts are never given. 

Question 2. — Indigenous bankers provide fhemsclves with funds from other fellow 
bankers. They do not get any help from the Imperial Bunk of India and the joint- 
stock banks. 

Question 3. — Dcjx»sits received by indigenous bankers are very few. They allow 
interest from 6 to 0 per cent. These rates vary at different times. At harvest time 
the rates go higher. 


C . — Advances by indigenous hankers. 


Question 1.— MjvUIv o ligenous bankers advance money on the condition that ifc ier 
payable on demand. In villages, crops, ornaments, houses or personal security is ac- 
cepted. In towns, grain, houses, ornaments, or personal security is accepted. Where 
money is loaned out for business purposes, the rate of interest is about 12 to 15 per cent, 
Thakitr Kanhaiya Singh. 
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Question 2. — It is very diflScult to improve the organisation of banking in snch a 

way as to reduce the present rates of interest. Any reduction would benefit the agricul- 

tural conini unity. 

Question 3. — Clients of bankers have no facilities in inspecting their accounts with 
them. In the first place they do not understand the system adopted by the bankers, 
and, secondly, they are illiterate, 

D. — Exchange and money market. 

Question 2. — In the market all the hundis pass through brokers (dalals). They get 
pies jKjr cent. 

Qtiestion 3. — If sufficient nnnibcr of hundis are available, they are sold at a dis- 
count of 2 annas to 4 annas per cent. When they are not available, they are sold at a 

premium of 2 annas to 4 annas per cent. 

These rates vary with the season. In the rainy senson the rates go clown because 
money is not required at that time. Generally, the bank rate does not affect the bazar 
rate and vice versd. In the grain season the bank c}uH:*ka the market rate of interest 
from going up because grain-dealers could borrow money from the bank against orna* 
rnents and grain. 


E. — Defects of indigenous hanking. 

Question 1. — Indigenous bankers are not popular. 

Question 2. — Bankers experience difficulties in carrying on their business because 
of the Bundelkband Land Alienatioii Act and the Provincial Insolvency Act. 

Question 3. — Indigenous bankers are sufficiently protected in law. 

Question 4. — Leaving aside the question of high class bankers and middleclass 
bankers, the dealings of indigenous bankers are full of defects. If their accounts are 
audited, most of the defects could be removed. 

Question 5 . — Indigenous bankers are able to meet all acceptable demands. If they 
refuse any demand, it is not on account of -want of capital, but because they want a 
ligher rate of interest. 


F. — Co-ordination. 

Question 1. — Indigenous bankers of the same class are seldom on good terms. 

Indigenous bankers of different classes are not in touch with one another, and no 
relation exists between them and the Imperial Bank of India and the joint-stock banks. 
There is no industrial ' bank here. Indigenous bankers are hostile towards co-operative 
banks. 

The Imperial Bank of India and the Allahabad Bank do not give any preferential 
treatment to the indigenous bankers. 

Question 2. — No co-ordination exists between indigenous bankers and other banks 
in the provision of credit to trade and industry generally. 

The establishment of a provincial bankers’ association will be very useful in 
the long run. 

G . — Consolidation of indigemms banks. 

Question 1. — In the present state of affairs no suggestion for consolidating and 
improving the indigenous banking system can be made. 

Question 2. — Indigenous banks would not secure an increased clientele if they were 
recognised by Government in the same way as certain joint-stock banks are recognised. 

^ Question 3. — Indigenous bankers will be up against the introduction of measures 
designed to regulate their operations and enforce the publication of their balance sheets. 

Question 4. — Most of the money of the indigenous bankers remains idle in the 
rainy season. In this circle this money lies with them. Sometimes it is concentrated 
in important trade centres, such as Bombay and Calcutta,. 

Kanh.mya Singh. 
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Question 5 . — It is not {x^ssible to create connexion between the indigenous banking 
aystem and the principal money inarketa* The two hx-al banks are sufficient for this 
district. 

III. — Investment habit and attractk^v of cacital. 

.4. — Encouragefnent of saving and investtrient habit* 

Question 1. — The existing banking resources of the district are the Imperial Bank 
of India and the Allahabad Bank. 

They are adequate. 

Question 2. — The existing means or institutions for encouraging the habits of 
saving and investirient art^ — (i) fixed deposits, (ii) saving bank account, (iii) post office 
savings bank account, (iv) cash certificate's, (v) war bonds, (vi) government promissory 
notes,' and (vii) shares. 

They provide full facilities to the public for the investment {»f their savinga. 

Question 3. — The people of my loc’ality are in tlie habit of investing in gold and 

silver. 

Question 4. — Postal cash certifuates are popular among the literate people. They 
will become iruTC popular if the rate of interest is revise*!. 

Question 5 . — Post Office savings hanks afford adequate facilities to Mic investing 

puolic. 

It is generally the literate people who take advantage of the various facilities for 
investment coffered by the }xist office. 

Question 0. — All possible facilities for purchase and sale of government securities 
are given by Government, tlie InifX'rial Bank of India and Allahabad Bank ))y noti- 
fications. 

Small agriculturists will invariably decline to invest money in government securities, 

Question 11. — Various clnsaes of people in (hk district kix^p their surplus money in 
hoards underground. They take it out only in emergency. 

Question 12. — In prosperous years the farmers invest their surplus in ornaments, 
houses, cattle, etc. The^’ lend money to fellow agriculturists also on rates prevailing 
in the village. 

Question 13, — In India the hanking and investment habit is of a very slow growth. 
This is due to illiteracy. People should he educated to invest their savings in productive 
undertakings through co-operative societies and village schools and patwaris. 

D. — Cheque Habit. 

Question 1. — The cheqm', habit is growing in India. 

Question 2. — The abolition of the stamp duty on cheques hos led to an increase in 
'the use of cheques and to tlie opening of more accounts. 

Question 3. — Literate people use cheques. 

Question 4. — The cheque habit will be promoted if government servants and b«nk 
'employees alxwe Rs. 100 are paid in ehequcH. 

Post Offices should nf>t open clieque accounts. 

Question 5. — Illiterate persons can learn to write their names. In such a case the 
cheque will be wTitten by others and the illiterate person will have to put his signature 
to it. 

C. — Vernacular scripts in hanking, 

Thf use of Nagri script can be best recommended because It can be written and 
read with facility by nearly all the bankers. 

D . — Imperial Bank of India. 

The opening in recent years of new branches of the Imperial Bank of India has 
encouraged the investment sabit. It has done very little towards the promotion of 
internal trade and industry, it hag hampered, to a great cirtent, the indigenous banlcixiK 
Bystein. It has done nothing to increase facilities for agricultural credit. 


^ (Tor oral evidence see pages 830 — 336). 

Thakue Kakhaiya Singh. 



( 330 ) 


ORAL EYIDRNCE. 

JARury 24, 1930. 

LUCKNOW. 


Present : 


Mr. E. a. H. Blunt, c.i.e., o.b.e., i.c.b., m.l.c. 
Eai Bahadur Pandit G. S. Upadhya, b.a. 

... 

Chairman, 

... ) 

Mr. Mohan Lal Sah, m.a., ll.b. 

Dr. Kadhakamal Mukeiuee, m.a., pIi.d. 


... > Members, 

Dr. L. C. Jain, m.a., ll.b,, pIi.d. 


Secretary. 


(Witness: THAKUR KANIIAIYA SINGH, B.A., Income-tax Officer, Jhansi.) 


The Chairman : I want to thank you first for the very useful evidence you have 
ifiven us in writing. I want you to understand that in asking these questions we are 
not in any way attempting to cross-examine. What we want is either to obtain further 
knowledge from you or ask you to explain statements wjiich you have actually made yourself 
and which W'e do not fully understand. We will start with agricultural borrowings for 
purposes of production. 

The question I want to ask you is this. When I was in Banda in 1907 during 
• the famine, the Bundelkhand Land Alienation Act had just been passed a year or two 
before and at that time it looked very much as if the effect of that Act was going to be 
to kill the ordinary village mahajan. I remember very well that after the rains had 
come and money was wanted for weeding, "we could not get any. No mahajnn would 

lend it and I had to apply to Government to give me half a lakh of rupees for taqari 

BO as to meet the expenses of weeding. In your experience what is the situation now'? 

Have the moneylenders, so to speak, revived or arc they still more or less in abeyance? — 

The Bundelkhand Land Alienation Act has not touched the tenants at all, but, so far as 
the petty zamindars are concerned, they do not get credit at the rates at which they 
could get it if they could dispose of their lands, because the mahajan in the long run 
aims at the acquisition of the land much more than the profits or interest. 

The effect that it has then, I understand, is that it has weakened security and 
raised interest higher? — This Act alone is not revsponsible for the high rate of interest; 
that is only one of the reasons. 

No, it has tended in that direction. Tt has helped to do it? — Yes. 

Well, that agrees w'itli things I have heard elsewhero. 

Now in your evidence you state very correctly the causes for w'hich a cultivator 
borrow's. I think you will probably agree with me that it is almost impossible to say 
exactly what particular object of expenditure he has in mind when he borow'S?- — Yes. 

For instance, he is short of money. He borrows, say, a hundred rupees. Some 
of that he may spend on his owm food, some on the clothes of his children, some on seed, 
some on cattle and so on, and consequently when he borrows, he does not borrow for 
any particular purpose as a rule? — I'es. 

On the other hand, after he has spent the money, he might be able to tell you 
what he spent it on? — Yos. 

But that in my experience, I should say, is very unlikely; and he will not he 
able to 1^11 you with any accuracy. For instance, you say the debt is generally dis- 
tributed 60 per cent, to meet his personal requirements at the time of distress, 35 per 
cent, to pay up earlier debts and accumulated interest and 5 per cent, for other purpvises. 
He does not really sub-divide the* debt into any particular purposes? — ^No, he does not 
borrow it for any particular purpose. 

THAKtm Kanhaiya Singh. 
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^ What you mean by this is a distribution of bis ex^H^iuiilure? — Yes. 

That is an imjKirtant point I want to get at. because that is probably the answer 
every one will give. I want to know that definitely.^ 

Now hero you have clussified moueyleuders into the village moneylender, the town 
moneylender, Government and co-operative societies. Can yon sub-divide tlnwo classes? 
For instance, among village moneylenders you iiicludo, I suppose, the little village hani<u 
By village moneylender you mean anybody who lends money in a village?— Yes. 

That would include firstly the 6anta, it might or might not include the zafnitidar, it 
might or might not include other tenants who happen Ui have a certain amount of money 
tc spare. Did you find in Bundelkhand that one tenant lends to another to any gro:vt 
extent? — Tenants carry on moneylending business to a very small extent ln?eaiHo they 
cannot save money. 

There is a tendency that when a man has lis. 10 or Ks. 6 be will lend it? — Yes. 

He will prefer to lend it to using it in any other way? — Y'es. 

That is interesting too. That is also a thing other jx'oplo have told me. I want 
to see how far these things go all round the province. 

Now we asked you in the questionnaire — what is perhaps an unfair question — w® 
asked you to sub-divide the debt into long-U'riu and short term. Of course, what wo 
really meant was the subdivision of the debt at the time when it was raised. Y"ou say 
that 70 per cent, is short-term (grain advances) and ‘25 per cent, of the advances is also 
short-term. Now of the loan w'hich is short-term, has not a lot ultimately become long- 
term by not being repaid? — Yes, it will become. 

In other words, there is a tendency for all short-term loans to become long-term 
simply by the pr(>ce.sR of not being repaid — The short-term loans are generally allow^ejl 
to remain short term because of the comjwund interest, because liny charge interest 
at six-monthly or quarterly rests. So the short term loans are allowed to remain short- 
term loans. They are not converted into loriir-tcrm loans. They will he convert id into 
long-term loans when tliC}’ go up to, 'say, Rs. 500, by Tucans of documents or pronotes. 

Now you mention that in Gorakhpur (here is a Mariya class which einploy.s tlto 
dharna system in rf‘ali.sing interest. Can you tell me anvtiiing more about tJiese people?— 
-They call themselves Brahmans, but they are not actually so. They Iiavo formed them- 
selves into a clas.s in Gorakhpur district in Padraunn tahsil. They go out up to Mara 
Banki. They go to Saran, Chainparan and various other districts. They go nut to 

several districts of As.sam. They advance petty amounts, say Rs. 2, Rs. 4, Rs. 

Rs. They seldom advance more Iban Rs. 100 to any one partic\ilar person. 

Are they those people who are called in «:oniie place.s Naik^ and in etherfi 
Belwufff? — They may he called so in other districts, hut i!\ districts like Saran they are 
known as Mariyas. 

There are certain classt-ri of 'grain dealers who used to ha railed Naiks and in 

jgHardoi T think they are called BeUrars. They are not the Bnnjara Naik or the bill 
Naik, They are n difTerent clnss altogether who claim to be Sannd BrnJtmatjs. — (Witnef^s) 
They also claim themselves to be Tiu'ans. 

Mr, Sah : Yy>u say in your memorandum there are professional moneylenders in your 
district. Who are they? Are they the mafiajans or are they the ordinary agricult ar- 
ista? — They are mahajaris. 

They are usually of the Vaishya class? — Mostly. 

But there are other classes also? — But if you take into consideration all of them, 
the number of other classes will be simply nominal. 

Has the fnahajan been superseded by the agriculturist moneylender owing to the 
Bandelkhand Land Alienation Act? — No, I do not think so. 

Then you mention that the ank system or the miti system is used by the business- 
men in general. Is it the custom of the bnsinessmeTt only or others as wVll — the agricul- 
turists as well? — No, this system does not prevail among the agriculturists. 

la moneylending busiiM-^ alone? — Yes. 

You have given certain figures as regards the capital of the various classes. Howr 
have you arrived at those figures ?»— They are simply approximate. I think that tho 
figure for the Punjabis is much below the figures that one could arrive at after pro* 
longed inquiries. I was in that district only for a short time when I made this report. 
Thakitb Kanhaiya Sikoh. 
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The Chairman’ As a matter of fact Mr. Gaskell has sent us similar figures for 
tbo entire province and these must have come ultimately from you I take it? — These 
*figure8 have been arrived at from the records and if these figures are not approximately 
conect, no other figures can be cornect. 

You got at tlum by working back from the interest? — Yes. 

Of course, that excludes incomes below Rs. *2,000? — Yes. 

Can you tell me any method by which we might arrive at those lesser incomes? — It 
is impossible. 

You will remember a good many years ago income-tax wont down as low as a 
thousand rupees and before that again it went down as low as Ks. 500. Well, if you 
could get the old figures showing the interest in those lowtT incomes, then I think we 
might possibly be able to get an approximation for the present. We might take the 
Rs, 500 and Rs. 1,000 figures, then the figures of over Rs. 2,000 and the proportion that 
the old Rs. 500 bore to the old figure above Its. 2,000 ought to be much the same projxir- 
lion now. It would only be an estimate of course, but w'e may iKJSsibly get it that 
way? — We conduct village surveys also and make a note of the estimate of the investment 
and income of the UKaieylenders. I have taken help in arriving at these figures from 
the survey notes also. 

Well, in that case you think that this estimate, assuming the difficulties of it, 
is fairly correct? — Yes. 

Mr. Sah : How did you arrive at these figures of expenses, income and capital?— 
The expenses are based on accounts that were produced before us. Bad debts have been 
taken into account in those cases in which they have been claimed. I arrived at 

these figures from certain records of the income-tax office. 

Did you take those figures whicli you allowed for the income-taijc or the ones 
x'laimed? — No, the ones claimed. 

Irrespective of the fact whetlier they have been allow’ed or not? — Most of them 
have been allowed. 

Then you are of opinion that the increase of the stamp duty on muddati hundis 
has resulted in tlieir disappearance from the market? — In lliose parts. 

Do you think thaL if the duty is decreased or abolished, they will reappear? — 
No, tliey have been firmly replaced by pronotes. 

So that pronotes have been firmly established? — They have to take risks in 

muddati hundis^ but not in pronotes. For instance, if somebody is to declare insolvent, 
they can chiiiii money by means of these rnkkas as soon as they know of his intention. 

Is the disappearance of hundis not due to the fact that there are very few discounting 

And rediscounting facilities in the market? — They do not feel the absence of discounting 
and rediscemnting facilities. ^ 

Do you think that these hundis are genuine trade bills or are they accomodation 
bills only : in otlier words, are they really covered by goods? — In most cases they are 

covered, in others they are iv»t, because those people wTio try to deceive others w'ould 

issue htntdis of that sort. 

It is no (juestion of deception. The question is w'hether the system of trade 

advances is by means C)f hills or hundis or is it by means of ordinary entries in bahi* 

khatas? — In these places it is by pronotes. They call it sarkhats. 

And the trade advances are also made that way? — Yes. 

You state in your meinorandiiin that clients of bankers have no facilities for the 
inspection of their accounts. Is this due to the illiteracy of the borrower or unwillingness 
on the part of the moneylenders to show their accounts? — This is due to the illiteracy 
of the borrower, and the lenders are also responsible for it. 

In what way are they responsible for it? Co they refuse to show their accounts? — 
They will say “why do you bother about your accounts just now? We are friends. 
We will see to it later.” So long as the amounts do not go up to a substantial figure 
they will not bother. 

Thakcr K.^nhaiya Singh. 
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Have you come across instances where moneylenders* have refused to ahow their 
accounts? — Even if they have refused to show, they will never tell me that they have 
refused to show their accounts. I have come across debtors who told mo that the 
moneylenders do not show their accounts, but if w^e go on making enquiries and if wo 
proceed sometimes indirectly and ask the debtor w’bat amount he owes to a particular 
creditor, he says he does not know. 

Is it not a fact that sometimes there is collusion between the debtor and the 
moneylender so that the debtor will not tell the income-tax authorities the amount of 
interest he has paid to the lender in order that the lender may bo liable to a lesser 
amount of income-tax? — Yes, there are such cases. In order to save the creditor from 
high assessment, he is liable to say these things, lii fact I have come across such 
cases in Lalitpur tahsil. These cases generally happen when some particular class of 
people are concerned. 

Is it not a fact that in ^our inquiries the very fact that tlie del)tor8 have told 
you that the lenders w’ill not show their accounts and cannot tell the amount of interest 
is due to this particular cause? — It may not be. A« a matter of fact w'e do not like 
to go to persons who will speak lies to save others from income-tax. \V"e want to got 
at the truth and we generally approach such persons who are indifferent. 

Your aim is to increase iucome-taK? — No, it is not. Wo want to discover conceal- 
ment. If jpersons are c'oncealing incomes, it is our dutj^ to find them out and to assess 
them rightly. 

Does the brokerage rate of 4J pica jK»r cent, referred to by you relate to demand 
hundiff or to usance Uundis J — To demand huudis. 

What is the rate of brokerage paid on demand pronotes? — As a matter of fact those 
pronotes seldom require the help of these brokers. But if brokerage^ is charged, they 
will charge rtie same rate. 

AV'ho pays the rales? Are lliey paid by the sellers of the hundis or by the pur- 
chasers or by both? — It may be frorri any side. For exumplts it depends upon circum- 
stance'^. The man wdbo is in need of the hundi generally pays it. 

So that it is the purchaser of the 1iundis\^ — Yes. 

But in other parts ilie custom is tJiat the seller pays the brokerage? — I cannot say 
if every seller of the hundis pa.'’« if- 

But in other parts wlien there is a demand for hundia, the rate of himdis goes up. 
You say lluit tlie indigenous bankers are not popular. Are all the indigenous 
bankers nor ]x>pular or only a certain class? — Wlien I say lliey are not popular I mean 
the majority of them arc not popular. 

Is it not a fact that they are popular when a person wants to borrow- money and 
they are not popular when llie banker wants to realise his money? 

The Chairman : Supposing I lend you Rs. 50, I should be very popular W'ith you 
the moment I lend you the money ; but siipixising after six months I ask for the repay- 
ment, you will not like me very much? — I do not say they are unpopular on that a<!count. 
I say their dealings are very often such as to make them unpopular, because they stoop 
down to such kinds of dealings which man in ordinary cases would not do. Take 
the condition of a poiir man in a village then you will realise it. BupiK)se there is a 
market to iye Jield. I go to the creditor and ask for 2 annas. He gives if. I come 

away and he makes a note of it on some piexe of paper — 2 annas paid. Then I go again 

and ask for Rs. 8 or Rs. 10. He wull give it all right. Then the third time I go to 
him. He may say : “I have no idea of your account, just give me your thumb- impression 
and I will adjust matters afterwards.” He takes my thumb-impression on a plain 
paper with nothing written there and he allows me to go away. 

Mr, SaK : And the banker is popular or is relied on till that time? — Yes he is 

relied on because the poor man is in need of money. 

He is not popular be *use he asks for the -borrower’s thumb-impression? — He is in 
need of money and he has to give his thumb-impression to get the money. That is one 
thing, then the next time te will just enter any amount In that pronote and file a suit. 
He will get some witness to say that so much was paid to a particular man on a particular 
day and he will get a decree. 
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Have you come ac^ol|^ any such cases*? — Many. 

How many cases have been successful? Is it not a fact that the borrower generally 
makes such pretences? — I cannot think that my eyes have deceived me. I have detected 
certain j)ron<ite8 of this sort with creditors. I do not mean that the borrowers are always 
honest. They may be dishonest as other people. I mean to say that I have actually 
come across such cases, not only in one district but in several districts. 

Is this a general practice, or does personality play a part in this? — I cannot say 
thdt it is the prartice of everybody. But if it is done by everybody nobody can help that. 
But *1 think all the people will not stoop so low'— only some of them. 

The Chairfnan : If money is paid unexpectedly rjuickly, is it not possible that it 
W'ill reduce the rate of interest which he would otherwise have charged? 8up]:)o8ing he 
charges 37J per cent, and he has repaid the principal two years sooner than he expected, 
would he rn)t receive a reduction in the rate of interest?— Yes. He will receive a reduction 
in the rate of interest. 

In Other words, it comes to this — that he changes this raW of interest In^cause there 
is a very go<:»d chance of his not being paid in time. As he does not get his money in 
one way he gets it in another? — Of course, the rate of interest will go high when the 
creditor does not get his money back as a creditor w'ould expect in ordinary circumstances. 

Mr. Sah : Are the indigenous bankers popular with their clients? — By, clients you 
mean debtors? Y^ou juit the same question before. I w’ant to tell you that that is not 
the only reason why they are unpopular. I have got several other reasons. If they advance 
Ks. 100 they get a dwument executed for lis. 200 in order to keep the borrower under 
their control and when these cases go to court they become unpopular. The result cf 
those dealings makes them unpopular. 

I put it to you that the reason for getting a pronote executed for Rs. 200 when 
only Its. 100 has been advanced is, in tlie first place, that the debtor may claim that 
the amount of interest is unconscionable; in the second jdace, there are several expenses 
in the court that are not allowed? — It might be, but the primary object in getting these 
inflated amounts written in the document is that he wull be kept under control. 

Rupposing the l)orrower paid in time, then the indigenous banker w'ill not abuse his 
position? — No, I do not think so. 

The Chairman : It simply amounts to this that a man is entitled to get his money 
in some way and so long as he gets it he does not mind whether he gets it in principal 
or interest? — Y^'es. 

Mr, Sah : Y^ou say that the difficulties of the indigenous bankers can be removed by 
audit. Who should conduct that audit? — I think the debtor himself is the best auditor. 
No outside Haiditor can be employed. It would be simply unthinkable. That audit will 
not be applicable in all cases, but only in cases of kliatas. 

The Chairman : YVhat you are really driving at is that the debtor ought to be able 
to see his accounts? — I w'ill go further and say that the creditor should send a copy of 
his personal account appearing in tlie ledger to the debtor, say six-monthly or after "any 
other specified period. 

ilfr. Sah : Is this practice of not showing the accounts noticeable only in rural areas 
or is it noticeable in urban areas also? — ^In rural areas. I have already given in my 
evidence that these cases do not apply to bankers in urban areas. 

Mr, Sah : I have a question to ask as regards a Provincial Bankers’ Association. 
What sort of association would you require? And wffiat should be its functions? 

The Chairman i I w’ould leave this matter of relationship between indigenous 
bankers and other bankers to be dealt wutb by him at his leisure. 

Aft, Sah i You stated that competition between the banks and the Govemment is 
healthy.— (lVftnc5.9) Sometimes healthy and sometimes unhealthy. 

YYhat do you mean by saying “sometimes healthy and sometimes un- 
healthy ? Would you please amplify it? — think I had better express my opinion when 
I send the other answ^ers. 

Thaktjr Ka^^haiya 8n?GH. 
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The Chairman : A question I should like to ask is : You say that the growth 
of the investment habit in India is slow. Well, do you really think so? I admit the bank- 
ing habit is slow, but I should say tlie inveetinent habit is pretty stnmg. Is that not true? 
The average Indian — I mean the average agriculturist who is more or less illiterate — 
is fpite prepared to invest his money in certain kinds of securities, whether land mortgage 
or in purchasing land, trees or house pn^perty or cattle. In other W’ords, be will invest his 
money in anything he can touch and see. What he will not do is to invest it in a bank 
Trhen he has got nothing w’hatever to show that he has made his investment except a bit 
of paper which he cannot read. Do you not think tliere is a c'ertain amount of trutif in 
that? The illiterate Indian at the moment is quite prepared to invest in iMTtain kinds 
of security in which he feels absolutely safe? — Oh, Yes. 

So it is not quite true to say that the growth of the investment habit is slow? — 
I admit that that kind of investment liabit is very strong, but I arn referring to invest- 
ment in banks and securities. If investment in that sense is considered then the habit 
of investment is very atnmg. 

What you want to do in regard to the investment habit is not give it birth l>iit 
to extend it. It is an imjiorfant thing if 3^011 reali.se from the start that the Indian is 
quite willing to invest as such: then a lot of the diflicultie^ will be solved. It is merely 
a question of educating him to invest. In this case we can practically turn tlio whole 
thing over to the Education Department? — Yes. 

Mr. -Sah : Would 3’ou not agree with me that the grnw’th of the banking habit is 
elow on account of the fact that present bankers are not in touch with the depositing 
public, both in towns a.s W’ell as in villages? — T think all the ilm'e causes are rcsf>on8ibl© 
for this. First is education; second, lack of cfinfidence in the banks; and third, the wuint 
of touch. But I think the hank authorities try their best to in touch with the people 
in the urban areas but not in the villages. 

Are you of opinion that the education of indigenous bankers on modern lines would 
accelerate tins banking habit? — I think so. Tf they are edneafed in the right direction 
they will begin to invest money. 

You said that the opening of new branches by the Imperial Bank of India has 
increased the invesment habit. Has the Imperial Bank tapped new sources of invest- 
ment? — If you go 80 far as the tapping of new sources is concerned, T would say that it 
has not been successful. 

Then it only means the transfer fnmi one bank to another? — Not; only that hut 
eomething more, because the educated men of average knowledge feel that the Government 
of India is res|x>nRible for the Imperial Bank so those y>eop!e who have not deposited their 
money in the Allahabad Bank or any other bank have now' begun to deposit their savings 
in the Imperial Bank. It is transference pJun some deposit of this kind. 

The Chairman : It amounts to this. It is not merely a question of shifting the 
available capital from one place to another but you have brought in a certain amount of 
money from the moneyed classes? — I think so. 

Have you noticed — possibly you have not, I do not think it would come in your 
wav — any change of habit in the matter of the use of currency? For instance, are they 
using notes more often than they used to and silver less fiwly? — Yes. 

That is a pointy of importance to me in another eonnccticm, because T am trying 
to get out fitriires showing what hag been happening to flic currency during the last 
four 3’ears. If seems to me there has been a tremendous exchange of coins for Tud;eB. 

Mr. Snh : What measures would you auggeat so that the Imperial Bank may not 
hamper the indigenous banking s^'stem? — The first thing that comes to my mind is that 
money should not be advanced on grain, and ornaments. If von take the case of .Thansi, 
vou will find that the position of trade has not improved since the opening of the 
Imperial Bank there. 

80 that you would like to restrict the Imperial Bank advancing money against 
grain or ornaments. Anvthing else? — Nothing else. 

Dr. Radftahamal Muherjee : You have said that in Bnndclkhand the transfer of 
holdings has led to an exorbitant rate of interest being charged by the moneylenders, and 
you have also said that in t?. 4pur district rights in land are passing in a marked degree 
from the possession of the tenants. To whom sre these holdings passing? Are thaie 
passing to superior tenants or to agriciiBural tribes and castes and not moncylending 
classes? — They are not passing from landholders to tenants. The land belonging to the 
landholders is passing to the moneylending classes. 

Thaktjr Kakhaiya BreoH. 
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The Chairman : It is not a question of cultivation ; it is a question of right of 
ownership. The right of ownership is passing? — Yes. 

Dr. Radhakamal Mukerjee : What castes are these people? — They are Khattris 
and Agarwals. 

^ the circumstances the passing of a measure making the transference 
of holdings difficult, if not impossible, would be useful ?--It is most useful in Bundelkhand, 

As regards the Sitapur district?— I think so. 

^ You would extend the Land Alienation Act to the whole province?— -I would like to. 

Will you please explain fully? — I would not like to mention names, but I know 
that in several cases very big landlords have been reduced to poverty in such a way that 
they have alienated all property now. 

What about the smaller proprietors ?— The game thing is applicable to the smaller 
proprietors also. For instance, if I am a zamindar of 200 highas and I am entitled to 
sell my holdings I will do so and the next day I will bo simply a tenant of somebody else. 

But you realise the disadvantage that any difficulty in the way of transfer would 
lead to an exorbitant rate of interest being charged? — The greatest utility is that it reduces 
borrowing to the minimum. For instance, the Bundelkhand Land Alienation Act compels 
the landholders to borrow only that amount which is absolutely essential for their necessities. 
But for this Act they would borrow for extravagant purposes. 

Would not this shrinkage of credit result in an improvement of land? — No, I do not 
think 80 , because tliese people who borrow that money do not employ it in the in:iprovement 
of cultivation. They borrow for private purposes, social ceremonies. 

The Chairman : If a landlord wanted to borrow — we will say — to build a tank, he 
will get his money probably at a reasonable rate, being a productive purpose? — 1 think 
he will get at a reasonable rate. 

How’ far is taqavi, as such, capable of taking the place of the moneylenders m Jhansi? 
Wc know that all over Bundelkhand they took taqavi pretty freely but I have heard recently 
that they refused to take any more and it is strange that the hmidelhhandi should refuse 
to take money at GJ and 7J per cent? — I think there are other things behind that. The 
first thing is that moneylenders and landholders arc advancing money to these tenants. 

You mean they stand in the W’ay of it? — They do stand in the way because they do 
not like to 6e*e that their clients should go to take taqavi or anything from other sources. 

Dr. Ttadhakamal Mukerjee : On the whole you tliink that the extension of the 
Land Alienation Act to other districts would be useful? — I think so. 

You liavc said that the village cultivator often goes to the town moneylender and 
also that the grain merchant finances agricultural operations, and you have also said that 
the grain merchant often depends for liis business on borrowed capital. Now where does 
the grain merchant borrow his money from? And is there any understanding, explicit or 
tacit, between the town moneylender and the village cultivator regarding the disposal of the 
crop? — Only those moneylenders go to the towm moneylenders who live near by the towns. 
For example, a euUivator in the interior of Jhansi will not go to a towm moneylender, but 
if he lives witliin five miles of the towm he wall go there to borrow money. 

Is there any understanding between the arhatia and the cultivator regarding the 
disposal of the cirip? — Very seldom, because they advance money in two dilferent w'ays ; 
one just before tlie crop is sown, in which case*^ they will get it^cheaper, and the other 
when the crop has come out, in which case the only stipulation will be to give him the 
produce first and then to anybody else. 

You have spoken about the kharwa industry and you have said that the merchants 
supply them with raw material. Now what is the relation between the mahajans and 
these artisans? AVhat is tlie system of finance? — They pay them wages. 

Do they w’ork in their homes? — ^Yes, they work in their homes. They do not work 
in factories in different places, but they give them thick cloth khaddar or kosbt and they 
just dye them. 

So practically these artisans work under the mahajans and they do not work or 
sell independently?— Now they have begun to do so. They have seen that these middle- 
men are making profit, so they are now sending cloth direct to Calcutta or to other 
places. But only ten years ago none of these kharwahars were dealers in these things. 

Is the industry carried on on a large scale on the whole ^Yee. 

In which area? — ^In Man tahsil. 

(The Chairman thanked the witness, who withdrew.) 
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Mr. AUTAR KISHAN, B.A., Income-tax Officer, Lucknow. 

RepliAs to the questionnaire. 

1 1 Indigenous Banking . 

.* 1 . — OrgantsaUon of indigenous banking. 

The business <»f' an mdigfnous banker may bt- ^^^^bal^vid<,Hl inlu twv) ciHsscs; the 
flrural and the urban. 

The different forms of moneylending Jn rural anas are ilio lollowing ; — 
Kistbiindi loan or ugaJn. 

(‘J* Grain leading. 

(d) 1 ‘awnbroking. 
iG rronoles. 

The system of kistbandi loan i.s known in this district as ngaJii. The o|>erationH 
'of moneylenders of tins district extend even to remote districts. 'J'he area (’oiiHisting of 
a vilhi|jt* or grou[) of villages where this loan is distributed is known as th(‘ kJiet or circle. 
Their agents usually go round once a week or every hirtnight and distribute loans and 
collect their dues. Tlie advances are in multiples of lls. 10 and the repayment ia 
made in instalint'nis of He. 1 {kt month or Bs. 12 in a year’s time. No st*cunty is offered 
or taken for this advanee. But as the cultivator is wholly dcpondi'iit on tht‘ money 
lender, the sum puyahlc to him i> givi'ii precedence over all other payments. 'I’lu' invi'st- 
ment in tlu' first imuith is Bs. 10, in the sih-oiuI month is Hs. 0, and in the third month 
Bs. and so on. Thus, in ji year the average investment is Bs. ( 5 on which the inOu'est 
realised is Rs. 2 or at the rate of over Id per cent. In wniking out this percentage \ have 
ignored the writing charges of annas 4 per ugahi id Rs. 10. In most <misch a portion of 
this fee is paid vAar to the mufiih. Higher salaries are granted to muntbs in cases where 
no such allow aiic(‘ is paid. 'J'hus, the loan charges whicli the poor cultivator hii.s to pay 
are even liigher than Id per cenl. Calculating the investment on the same lines, after 
exeluding writing charges, tlie inve.-:! rnent in tlic first montli is Us. 0-12, and in each 
succeeding inorilh the amount is reduced i>y Be. 1. d’lie total for the year eotnes to 
Bs. 52-8, or, in f'ther wfuds. interest i.s Bs. 2 on which means a [lereentage of 45*7. 
This i.s the rate </f interest that tlu^ cultivalor, lahonrer and menial elass of persons 'have 
to pay. Ill ea.se cf failure to pay any instalment on the duo date, fiirlhor interest is 
charged at the rate of two pice in the rupee per month. In working nut these figures I 
have left out the income from the interest of Be. 1 (ri'alis(‘d in llic eleventh month) for 
one iTK>nth. Tlie above working of interest presupposes that no |H»rtion c>f the capital 
is ever idle in the husinesH. In actual practice this is not the case. Although the yield 
of interest is tho liighest, it is at the same time the most difficult and cxpenKive form (d 
moneylending Idie establishment charge.s for realisations and accounting are very 
heavy owing to tlu; sliort-tenn invest ments of small sums to fM*rsons living a I fairly 
great distances. The amount of bad debts is lieavy owing to the absence of security and 
the jxA'erty of the agriculturists. Poverty and indebtedness hove, grown so miu h that, 
in my opinion, the agriculturists hardly feel any stake in the land or the crops. They 
feel certain that almost all the yield will be distributed between the landkini and the 
moneylenders. Their only concern is to ermtinue to exist from the pro<3uce and that too 
through the good offices of moneylenders. They have to look up to the moneylender for 
their needs and necessities of life, for nothing is left to them out of their liarvest to keep 
them going. An average villager still considers it is a moral and religious duty to pay up 
the debts incurred l>y him or even by his parents. He tliinks that his soul will never rest 
in peace unless his debts have been paid up and that he will have to pay the unpaid 
p.rrear in his next life. This is the reason why this form of moneylending is continuing 
at this exorbitant rate of interest, and money is realisetl even in the ahs^mce of security 
and in spite of extreme poverty. The usual rate of had debt is normally about 10 per 
cent, of the income Tn a year of failure of crops the perc>entage of bad debt is very much 
higher. The great disadvanta e of this system is that the money invest c?d can never be 
realised at any particular time. If a moneylender wants to withdraw his capital he 
is absolutely powerless to do so to any large extent. He can only hope to earn an 
income by constant labour. The dues are seldom realised in full and pronotes are changed 
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every year for sums much larger than those originally advanced, as the amount is laadrr 
up partly of the arrear and partly of the fresh loan. Thus, the older the circle of 
kistbandi loans the larger is the individual indebiedncss, and consequently larger is the 
amount of bad debts. The net gain thus gradually gets lower and lower. Excluding the 
exf>enses and bad debts the net income does not exceed about 24 per cent, on the invest- 
ment. It may be mentioned at the same time that a cultivator, if indebted to a pro- 
fessional village moneylender, is never likely to l>e out of his clutches. Whenever the loan 
is paid up the moneylender starts inducing him to borrow again for one purpose or 
another. As stated above, the usual rate of interest on unpaid instalments is two pice 
per rupee, but tJie cultivator is often induced or deceived into paying a very 
much higher rate. At times lump sum payments by way of interest are settled. 

Accounts are kept on the mercantile system which nlinost corresponds to the 
double entry system in English. In addition to the cash book and ledger,, 

one angutha hahi or thumb-iinpresBion bcKik is kept in which a receipt for 

the money advanced is taken, an adhesive stamp of one anna being used. The terms ('f 
the loan are noted in this hahi. This book may be called the pronote book. Recently, 
the terms of such loans have been held by courts to be of the nature of a contract requiring 
a stamp paper of eight annas, and the angutha bahis are being impounded w'henever 
produced in court to prove the advance made in connexion with any suit filed. This is 
causing great nervousness among the klstbandi moneylenders of this district. The 
question is- not only one of expense on stamp paper, but also one of obtaining paper in 
remote villages and of getting a scribe. 

The grain-lending business is usually done on a system known as sawai and 
deorhi. In the sawai system one-fourth the quantity of grain lent is realised as profit and 

in deorhi it is one-half. The rate actually depends on the system of each village, also 

on (ho extent of the solvency of the cultivator. These advances are mainly for the 

purposes of seed. Tn a year of failure of (to]>s realisations are very poor. Realisations 
are seldom or never made through e/iurts. Although apparently the yield by way of 
interest is 25 to 50 per eent., the net grain is less as grain is usually cheaper at harvesting 
seasons than at the time when it is lent for seed. 

In pawnhroking, the usual rate of interest in rural areas is two pice per rujwe 
per moiitli or Rs. 87-8 per cent, per annum: but advances of this nature arc not extensive 
owing to the poverty of cultivators. Pawning of ornaments is growing unpopular owing 
to the difliculty in valuing ornaments, to fluctuations in prices of gold and silver and frauds 
committed by borrowers by pledging stolen property or plated jewellery representing it to 
be real. 

The different purposes for which money is borrowed are mainly — 

(1) Agricultural implements. 

(2) Cattle. 

(3) Manure and other agricultural improvements. 

(4) Seed. 

(5) Marriage and social functions. 

(6) Personal expenses and payment of interest. 

The expense on implements, manure and cattle usually incurred by an average 
ctiltivator is not high. In my opinion not more than 15 per cent, of the borrowings are 
usually spent on these necessities. The average percentage of expense on seed does not, 
in my opinion, exceed 25 per cent. Marriage and other social functions take away prob- 
ably about 40 per cent. The percentage on personal expenses is high as the seasonal 
income from harvests is usually distributed between the landlord and moneylenders, and 
the cultivator has again to depend on the moneylender for his needs. This estimate would, 
however, differ from year to year and from village to village. 

In urban areas, in addition to the forms of moneylending described above, there are' 
advances' on hundis or negotiable instruments, parchas, registered documents and pro- 
notes. There is obviously no grain -lending, whereas Icisibandi loans are confined to 
the menial and artisan classes. In the case of pawnbroking and other pledges the rate 
of interest is not so high as in rural areas. It varies from 9 to 12 per cent, per 
annum, 
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ffundij or negotiable iiiBtrumentd are either for sight, one mouth’s sight or three 
months’ sight. They are used mainly by the commercial community. Ifundis not pay- 
able at sight are Uuis necessarily short-term loans and are generally very much in 
demand for grain business as also to some extent for cloth trade. Their demand is 
therefore periodical, i.«., in the months of March, April and September, Octolnsr and 
Kovember. The sight hundts are mainly for collection of money fmm out-.stations. 
The chief advantage of hundts is that they are negotiable. A person advancing money 
on these iustruiDents can at any time raise money by negotiating the dtxmmont. The 
forms used for these instruments ar© in Apj^endicos “A” and “B".* The usunl rate of 
interest on these bills varies from 6 to 9 |)er cent, according to the credit of the j)er8on 
drawing them. At times they are issued even at the rate (>f I'i per cent. Inl crest is 
deducted at the time of payment of money. The bills payable at sight are usually nego- 
tiated in the market, and the rate of discount usually depends on the supply and demand. 
The credit of the drawer and the drawee in the market also counts. 

Another system is in existence wlierein no hundis are issued. An acknowledgment 
is given on a slip of paper or parcha without any stamp duty showing only tlio amount 
t>f money credited to the ac^count of the dchtor. All the details as to interest and the 
period are noted in the accounts. No terms are noted on the parcha. The high rate 
of stamp duly fixed for negotiable instruments is to some extent resixuiaible for its un- 
popularity. The disadvantage of this system is that the paper is not negotiable. 

Advance of nioiK^y on the mortgage of pro^>erty is at preBent the most popular 
form of investment as it offiUH the best sc'cnrity and a long term iiivt^strnent. 'I’he rates 
of interest usually vary from t» to 1*2 per cent. It is sometimes higher, though in rare 
eiiscH. Even this form of inoneylending is not without its defects. Ijitigation has grown 
more or less a certainty and the process of rcaiisations of de(‘reeH is very dilatory. EfTorls 
are very often made liy morlgag(‘cs to prove didccts in the title to property in order 
to avoid payments. Ow’ing to the Usurious Loans Act (which is more or less a dead 
letter) a system has lately grown up in this district to charge a certain percentage of 
mont'Y lent as discount. Although tlie rate of interest charged varies from 9 to iJ per 
cent, on gocKl SiX’iirity, the interest actually realised works out to a lower rate of intert^st 
as only G per cent, is allow’cd on decrees liy courts from the date of the decree to the 
date of realisation and the cost of litigation is much more tlian that allowed by court. 
Negotiations for advances arc generally made through brokers who charge from 1 to 5 fier 
cent, as discount. For large sums the rate is generally less. 

On pronoies tiie rate of interest varies more widely than on any other form of 
nioneylending as in soine cases go(xl security is . av jilahlc, whereas in others no security 
exists. The pronotes are given either because the liorrowcr’s credit in the; market is very 
go^id and it i.s therefore not necessary for him to enter into a mortgage in order in keep 
his Ixirrowing confidential, or because the borrower has no property to hypothecate. The 
rate of interest therefore usually varies from 9 to 21 per cent. 

The commercial comnmnity generally prefers to borrow money either on hundis 
or on pronotes. They very seldom raise money on mortgage of property. Tlio other 
cljiaB of borrowers, comprised mainly of zamiridars , liave c'thcr to borrow on the s(s:*urity 
of their immovable property or on pronotes. The indehledncsfl atnong the zamindars is, 
in my opinion, more than that of the commercial community in tli s dislrict owing to their 
expensive infste of living and very exptmsiv'c social and religions furu tions such ns marriages, 
etc. The failure of crops also brings about indebtedness as they have to find money for 
their expenses. Mismanagement is also responsible for this slate of affairs. 

The indigenous moneylender invariably divides his investments into three groups — 

(1) Gilt-edged security, such as advances on mortgages, simple m usufructuary, 

at low rate of interest to reliable persons. 

(2) Persoal security, as on pronotes to men of sul»sfanc>e. 

(3) On personal security of speculative character such as loans on prcvimtes 

or simple registered bonds to perMons who are reported to be indebted but 
not V ry In ''ily. It also includes advances wliich are for sums much 
higher than the amount actually lent. ^ 

No definite proportion in which these inyestments are divided can be 

estimated as the proixirtions vary with each and every individual according to 

^ ♦Not pnnfced. 
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the risk be is prepared to take in the business, as also to bis experience in the line. 
Very often there are persons who specialize in nioneylending of a definite type, i.e., 
in kisihandi loans, hundiSf pawnbroking or mortgages. The moneylender generally 
depends on his own cax)ital for his business. If he is short of funds or does not feel 
inelined to take risks for large sums, he usually enters into the transaction jointly with 
some other moneylenders or refuses tn enter into the transaction. He d<H‘s not generally 
get any deposit as t)je small capitalists prefer to do the moneylending business 
themselves. Deposits are therefore rare. The usual rate of interest allowed on occa- 
sional deposits is 6 per cent, per annum. Lsians are tiieldorn obtained for making advances 
exet^pt against their own fixed deposits with banks. 

The special feature of this district is the kijftbnridi loan. They are very common 
and there is a particular class of persons who specialize in this sort of moneyleMdinj^. 
They generally prefer it to all other fornts of in<im*vlendii»g, and only a few of them 
make advances in mortgage bonds (‘xclusively. Hundis and grain-lcndiiig are not vtTV 
common in this district. A large^ volume of business is done on registered d(.M?iiments 
and pronotes. The absence of hundis is mainly due to tiio district not being a grain 
centre. The cash credit system is almost unknown. 

The figures available in tliis olfice showing estimated income of moneylenders and 
banki^rs from interest are given in Appendices “C” and “D.” "I’he figiir<>H would Ijave 
been larger but for the fact that realisations during the year on accruint of interest were 
very poor owing to the slump in business all round and to the failure of crops. The volume 
of business could how'ever be judged from the figures in tlie statements referred to. 
The figures shown therein are mainly on receipt basis. Tlie total amount of income from 
kistbandi loans is estimated at Ks. 3,25,000. At 45 per cent, the capital invested works 
<iut to roughly Rs. 7,25,000, l>ut as some figures of interest on failure to pay the instal- 
inents are included in the figure of ineoims T would put the figure of investment to 
aiiiouni roughly to Rs. 8 lakhs. Interest income from other loans amounts to 
Ils. 0,07,323. Owing to the widely different rate of inh'rest described above no ncUial 
Working of the average rate of interest is possible. Taking I he average to be roughly 
18 per cent,, the capital figure worked out to Rs. 40,71,700, but since realisations during 
the year were very small I estimate the total investment to rouglily amount lo Rs. 90 
laklis. The figures do not include incomes below' Rs. 2,0(M1. Tlius the actual figures both 
on account of capital and inierest should he higher than tliose supplied. 

In niy opinion the solution does not lie in merely making stringent laws to control 
the evils and to bring dowm the rates. The question being one of supply and demand, 
people always find some loop hole to defeat llie purpose of the law. Real relief ought 
lo he given by providing means of borrowing at cheap rates of interest. 

In my opinion co-operative banks might start a separate branch with a definite 
portion of their capital for the puqxjse of individual moneylending at rates slightly less 
than those eluirge^d l)y moneylenders in rural areas a definite portion of this income 
being set apart to build up a reserve for had debts and another portion utilised in giving 
rebates for prompt payments. For the time being some definite grant could be given 
to meet the had debt. - In order to inerease defKisits in co-operative hanks. Government 
might issue de'bcntiire bonds granting security against capital only and not for interest. 
The amount for wliieli debenture bonds can he issued by any i)ank would depend on 
the present position of the bank to provide for any loss to Government. 

In cities the hanks might revise their policy regarding (he grant of loans on the 
security of immovable property. This would tend to bring down the rate of interest in 
general . 

For hu7idis the present rate of stamp duty is very high. The scale might he 
reduc^ to that charged on pronotes for hundis which are ]»ayahle after a stipulated 
period. The sight hundis may be exempted from stamp duty altogether and they may 
be allowed to have a preferential claim against all other unsecured debtors. 


' Part G. — Consolidation of indigenous hanks. 

Question 2A. — is not posLible to set up a class of licensed or registered money- 
lenders in rural areas as the moneylenders in villages are generally illiterate. 
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Asi to the liieralc iiumeylonder the least he would expect w*oiUd be that facilities art 
granted to him ui the matter of realisation of debts and some aasurauco against bad debt# 
to enable him to do money lending at a cheap rate of interest. Under the present wmditiona 
It would t)e very difficult to provide these facilities. Unless loans are in kind it is impoa- 
sible to restrict tlie lending to productive purposes. 


H. — Defects in statutory and customary late regarding recovery of debt. 

Question 1. — It is true tliat credit can never be cheap, and banks will not advance 
money for agricultural relief owing to difficult iea in realisation of loans. Tlie agriculturist, 
as a class, is indebted, and indeblwiriess grows from year to year. It is not possible for 
fiiin to clear the debt once it is contracted, Tlie only recourse left to the creditor is to go 
to CVnirt. It is not difficult to obtain ii ilecrec, but tlie real difficulty begins wlion an 
application has to be made for its execution. 

^Miere are three hukIcs in which e-\<x'Mtion is allowed hy lourts ; — - 
(1) hy arre.sl and imprisonineiu of the judgnieni-ilebtor. 

(‘2) l\v attiulinicnt iind sale <*f tiHwable projK’riy. 

(d) J\v nttacliin lit Miid sale of immovable iiroju'rty, 

III all (liese proceeditigs tlu' debtor can throw u great many obstacles in the vvay <*f 
tlie decree- lioUter. 

(ff) Arrr<t (nut — In this ease a notice is generally issued to Iho jndg- 

ment-dehior calling upon Imn to show cause why lie should not be committed to the civil 
prison. The jmlgmeni dehtor giMierally avoids serviei' of notice even hy corrupt practi<*«iK. 
W'hen notice is nil iinriloly served the judgment -debtor generally TiIom olijections. 'The doci* 
Pi.'ii of olijectiotis lakes lime. I'^ven if the Court disallows ohji'eiions the judgmont-delilor m 
not arrcstcil at ontc, hut a warrant is issued Hul>se(|ucutly . Tlie judgment-debtor again 
avoids (‘xccution of warrant as it is executtKl hy pnx’CKS Ht'rvers getting Ita. 8 or lU. It) 
a month. In my opinion no notin' sliould la* issued to the judgment delitor and \varrant 
of arrest ‘houhl be i.-sued immeflialely , and the Uonrt should see that tho process. servers 
(‘Xeciiit' tlu* warrant wiih' ut any delay. About fifteen days arc generally given for execution 
of the warrant, and, if the jndgnient-di hlor comes to know of the issue of the wnirrant, 
he gencraliy i avis (ho jurisdiction of the (\>urt. 

lb) Aituviiuicni aud nc/c <>/ tuovahic projicrly . — In this case if an a[)|dication for exe- 
cution IS made a war aftir the date* of the decrei* a notice is si'iit to tlm judgment. dtditor and 
the same difficulties have to lx encounteri-d as in tin* previous ease. 'I’liis also gives thft 
judgment -dchtoi an <.p)xirtunity to remove his properly. After the property is attaiched 
'.u the majority of eases olijections are IjUmI ori behalf of the jndgment-debtor or his rela- 
lion.s and frii nds that the property is not liable to Ix^ attached as it does not belong to 
the judgnient-drblor. Tlie investigation of such a claim lake's a long time, and the 
execution is staved pending tlie decision of the claim. In rny ripinion no notice should 
be sent to tlu judgiiumt-dubtor, and (lie objectors may lx*, ordi'nxl to deposit a Burn sufficicrifc 
to meet the coMt of tlie decree- holder in ca.se the objection is not upheld. 

(c) Aitiirhment and sole of immorable. property . — lii this casc' the settlement of pro- 
clamation, the puldication of pnK’lamatinn and the sah* of property takes tr long time, and 

at evf'ry stage of the piocec'dings there is a good deal of nKim for clcday. In my opinion the 

proc'Kiure of the Court sliould be sinifiiiiied as far as lamsible and a short^'r period for notieb 
allowed. At present the pleader’s fee is allowed under the rulcH between party and party 
which includes tlu* executiem of decree and no Kcparale fee is allowed. In my opinion a 
.sefiarate fee slxfuld he allowed which rmiy be an inducement, tc? the judgment-debtor to pay 
the decretal amount without further expense. If during^ the course of proceedings the 
Court finds that fciie judgment-dehtor has concealed or rcunoved any part of his properly 

after the date of the* inst'lution of ll»c suit, or has committed any ac't of had faith with 

the object of obst meting or delaying the decree-holder to realise the dcn-retal amount tho 
Court should be? cmf>ovvered to award costs on a higher scale which may deter the judg- 
ment-debtor to have recourse to dilatory or corrupt practices, and on the other hand 
may compensate Ihc dec . ^-holder. It is an oj:K»n secret that the parties do not get alt 
the expenses incurred in civil litigation from start to finish. I may mention that the 
provisions in the Statutes are very favourable to the debtor and detrimental to the 
creditors. 
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Question 2. — I have no experience of the workizig of the nsnrions IioanB Act, and 
I am not in a position to give any opinion. I may, hoivcver, take the liberty to enggesi 
that if the Court grants relief to the debtors under the Usurious Loans Act it should be 
conditional that the decretal amount is paid by him within a time fixed by the court. 


APPENDIX a 

St^ternent showing the estimated income of moneylenders from interest 
same I from different sources in the Lucknow district. 



£ 

1 


1 


A 

o 



Losses suffered by 


S 

'Vi 

Estimated in- 
terest. 

Expenses in- 
curring in 
interest. j 

c 

00 

I 

■“I. 

Net interest, de- 
tails not forth- 
coming. 

moneylenders in 
cases where high 
intere.st is charged 
on unsecured 


e 

B 





paid 
on de] 

! 


loans. 











£ 

tn rn 









o 

—-.2 





e 

^ a> 



1 


a 

1, 

Capita 

emp 

Other. 

Ugahi. 



a 

Net. 

Under 

tion 

(4). 

Other. 

U gahi. 

117 

1 

Ks. 

1,83,676 

lls. 

1,38,469 

Rs. 

3,627 

Rs. 

25,261 







Mr. Autar Kibhan. 










AtPfiNDiX D. 

J^latemint showing number of hanks and interest, etc,, veceixed by them in mortgages and tlgahai 

for Hardoi and Dnao districts. 
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Mp. C. MAYJA das, M.A., B.Sc., Principal, Agricultural College, 

Cawnpore. 


Replies io the questionnaire. 


# 

I. — Agricultural crldit and credit facilities. 


Part A. — Agricultural horrov'ing for purposes of production. 


Question 1. — Agriculturists borrow mostly from the villaf^e iiHRieyleiiders and 
Palhatis (Affhas) at a very hi^di rate of interest. The former may he a villai^e sahukar. 
shopkeeper or rieli a^rieultnrist who ha.s acquired some fortune from service, trade or 
agricuitnn'. (^r)-o{)eralivo credit societies play only a minor jiart in this direction. 

'I’hf'! jiurposes for which the agrieuitnrists borrow and tin' distribution (roughly) 
the debt are as follows : — 


Per cent, 


SabBiBtouco.. 

Famine and othfr d-stresa 
Paymont of laud revenue or rent.. 
Liitigation .. 

S'-ed, plough and cattle putonase.. 
Marriages and other social functions 
Miscellancoas 


30 

«0 

10 

15 

10 

15 

103 


Very little borrowing is done for re-payment of earlier debts, payment of acciiinulaled 
interest, manure, expenses of cultivation or purchase of implements, sinking of welU* 
building of tanks and other agricultural improvements. 

Ninety ikt cent, of the debt is borrowed from the moneylenders. The reinairri'i.* 
10 jier cent, covers loans from eo-ojieratWo societies, government loans and iaqavi. 

Questiofi '2. — The rates of interest are exorbitant so far as easli advances and cash 
repayments are eoiua rned. The rates in re.spect of loans i.n kind on the sitvai system are 
exorbitant if viewed simply from tlic borrower's point of view, tliat he has -o pay 
25 per cent, interest ; but viewed from the creditor's point of view, they are not exorbitant.. 
The creditor advances ^^llen the prices of tiie grain are generally liigh and accepts it hack 
lit the liarvesting time wlien the prices of the grain are low. Su])posing cme inaund of 
grain is loaned in ()ctober and November when wheat is selling at Us, 6 pcT maiiud. 
He will accept hack 14 iiiauiids when wlieat is selling at Rs. 5 per maimd, i.e., converting 
it into cash the lender gets only Ks. b-'l, /.e., only four annas as interest. The borrower 
and outsiders may tliink that the Ixurower ha.s liad to pay 25 per cent, interest which is 
correct if only the w^u'glit is considered — actually it is about 4*2 i^er cent. This rate of 
intereal is not exorbitant. 

In the case of payment in kind there are no incident m! charges, while there are 
such charges on casli payments and ca.sh borrowings. The ma.n who makes cash advances 
takes advantage of the economic helplessness of the cultivator. The creditor will calculate 
one anna to two annas jier rupee on the money he is advancing and adds this to the 
principal and tlien charges liigh rates of interest, e.g. — A wants to borrow Rs. 100 from 
JB ; B will calculate 100 or 200 anna.s more and add it to Rs. 100, he., Rs. 106-4 or 
Rs. 112-8. This will be the principal 'which will lx? entered in the books against the* 
borrower and not Rs. 100 ; and on this the agreed rate of compound interest will be paid. 
Besides this, there are other incidental charges on the cultivator 'which he has to bear when* 
converting* the payment in kind into cash for repayment of his debts. 

Question 3. — Ornaments and standing crops are the common s^x’urity presented and' 
accepted. Landed property is the common security where the borrow^er has some definite' 
Btle to the land and when tho.se rights are transferable. When the cultivator has no 
transferable rights in the land, land cannot be accepted as security. 
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It is quite correct to say that the heiier the title to land the greater the amount ti 
indebleduess. Debt btvurt'd on land tuorlgage is incieasing with the imreasing value of 
the laud* 

4. — The usual met hints of enforcing payment of debt from ugiiculturisU iiia 
aocial pressure and litigation. 

The ixnir cuUivator has no means <»f ascertaining the prevailing rate hir grain, Imt 
on account of the mtroiluctum of quick means of transjxiri, matters in this direction luo 
improving ; but there is still great room for improvement . 

QiiC'^tiofi 5, — The cultivator is praciically taking m» advantage of the facilities |>r<i. 
vided by the Agriculturists Ixians Ai-i and tbc Land Improvtincnl Act. 

He resents the various c«>nditions iintK»sed f<»r n'payment of ttUfan and oilier such 
loans, especially the time-limit. Taqavi should he distributed througli su«-li agencies which, 
while in close toneh with tlie cultivator, eommand hi.s confidence. He is liahlc to he afraid 
of official agencies. 

Question t). — I <1^. n( I knifw nf anv iii'ii.mcc.^^ where cult ivafors eomhino to grow 
particular ( ii p^. bui tins roiolnnut i<in :s both p issihle and de*sirable. 

i^art Ji, — A fj rn nUin'd! hof'rownitj for iniriiose.s of rnarh etiug . 

Que^mm — J'^r a g(H);l afi'^Wt'r to this c|iisiiun see the Koyiit ( otnmisaion HcjKirt 
on Agricull lire, cliapter on conmmnieat ions ami markets. 'Inhere, is large scopt! for ini- 
proveinent in the s\sii in of w eigliinenls, and tlie improvements can lies! be brought about 
bv cont rolling evei\ market unb the lielf) of markei <omm;ite< s. siieli a'^ are formed .ti 
lit'rar and liomhay. There no one in the market at jueseni t'xeept the purchaser to 
test the eights iisod, and eviui if the weighimMits are carefully supervised tliere is no 
guarantee thru the pi lees fixed will tie fixed on a hasis td standard weighls. V’or instance, 
p^datoes ttc utU sold hv the standard maund, and iieitlur is sugareant'. W'luat blittsit also 

is iiol s(dd hy the standard maund <*f 40 seers and the illiterate punrliaser is therefore 

liable to be eheated in the matter of weiglmients. ]f a ninrket conmiittei* is appointed, 
tliey will liest hr aide to arrange for supervision and standardizal ion of widghnienls. 

Question h. — Lxporting linns and ecimpunies must of necessity speculate in agricul- 
tural ihodiice oceasionaily vvlien seareily conditions estise failure of crops on a. large scale. 
.For exarnpie, hist year when tlu' wjieat en.p in India was not a great, sm'cews, the prieea 
Were rising high and exporting firms saw their oppori niiity ami seni large qnantilii'H of 
wheal fnuii Canada and Australia into India. This fortunately ha<l a .salutary effect 
on file |»n( es of uheut in India l»y kr« pmg ihnii at a low lev«'L Such control of prieoB 
hy exp.*rting ami im|>orting Iirnis and eoinpaoK's is liound lo alTecI the enll ivutorH’ jiroftt 
and i*omcf;mes srriousl\. 

In a year of si-areity the (Jiily ohanee of a ciillivati>r making u}) for low’ yields 
from his ( r<tps is hy .selling whateviT liille he gets at higli prices which firevaih If 

exporting firne’ and eomiuunes are |HTinilted lo send in hirgi' quantities of agrieultural 

pnxhiee frmu otlirr countries, the cultivator loses the extra profit whicdi he would iitlierwise 
have m.'ide, 

7'he onl\ measure of prf>teefion for tlie enltivalor is dial even lliougli wheat may 
be imported, tlie prices in the years of Kcarcity should t>e fixed 1)V law’^ at a higli level so 
that fl<MHiing the 4’onnlry with imported prr»dnce may in no wuiy sori<ins|y affect (he eulti- 
vators’ profit. 

I r . — J vni f* KNV)C.s n \N K j \a . 

Cf . — ( onAfiliduium of indifjenous hanks. 

Question 2A, — T consider it fxisHiblr^ and desirable to «et rip a class of licensed or 
regi.stered moneylender.s. Certain restriction.s would have to be placed on the husinesH of 
these registered moneylenders; ff»r example, the money being lent on the security of land 
or property must not exceed in value a small fraction of the value of siu-h .seciiritv, Ihe idea 
being to prevent mortgage of entire proprrrly. 

Tt is not desirable to restrict lending for produetive purposes only because if this is 
done, the lH»rrowpr will alwa;- have access to a non-Iicensed edass of moneylender who will 
lend money for any pu;j|K)se to which the Imrrower cares to put it. 

It IS desirable to liave a law in the country by which moneylending be restrictijd 
only to such p^iple as are granted a licence by rrovemmont. Perhaps the most important 
restriction w'hich ought to he iinjx>»ed on all monevlending is that the interest charged 
should not exceed hy more than one or two per cent, the interest charged hy banks. 
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H . — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — The statement is largely true. The main difficulties which the creditor 
'encounterB when endeavouring to recover a debt by process of law lie in the facts — 

(1) that the debtor is unable even by becoming insolvent to meet the entire debt; 

(2) that litigation is expensive and often lengthy/ 

The most satisfactory remedy for the present state of affairs would lie, first of 
ill, in fixing a maximum rate of interest that can be charged by any moneylender and, 
secondly, by referring all rases of recovery of debt to a court of arbitration or a single 
-arbitrator who commands the confidence of both parties. 

III. — Invesivent habit and attraction of capital. 

A, — Enrouragement of savings and investment habit. 

Question 4/1.— The system adopted for national savings in England can with 
.advantage be adopted in India if a start is made among literate people, such as those 
who are already associated with the co-operative movement in the United Provinces. 
The advance of literacy should go a long way to further the objects of the national 
savings movement in India. 


(For oral evidence, see pages 347 — 350.) 
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ORAL EVIDENCE. 


Tuesday, January 28, 1930. 


LUCKNOW. 


Present : 

Mr. E. a. H. Blunt, c.i k., o.b.e., i.c.s., m.l.c. ... 
Dr. Kadhakamal Mukkiukh. m.a., i*h.D., ... 

Bai Bahadur rANDiT G. 8. Ubadhya, b.a. 

Rai Bahadur Babu Mohan 1.,al, m.a., i.l.b., m.j .c. ... 
Dr. L. C. .Tain, m.a., llil, rh.i). 


Chairman. 
.. ^ Members, 
... Secretary. 


(IV'itncas ; Mr. C. Maya Das, m.a., h.sc., Prtnciintl, Agricultural College, Cawnporc.) 


The Chairman : Would you mind tolling me the sort of calculation or basis which 
has been responsible for your figures of percentages for the causes of debts? — These are 
based on my genera! knowledge cjf ciJiiditions in the dehat. 

That is what 1 expected you to say. The |K>iijt I want to make is tliis. You 
doubtless realise that debts vary at certain times of the year. For instance, iminodiateJy 
after the rabi you will find all sorts of debts paid off and only the long-term debt 
or only a portion of that even is left unpaid. Did you take that point into consideration 
in arriving at your figures? I have got reasons for asking this. I have got percentagoH 
from many people, and it is quite obvious that they have given the figures while thinking 
of different conditions, I have classified all these various kinds of debts into groups which 
I call productive, unproducive, unavoidable. While working on that basis I find the figures 
varying from H i>er cent, to 87 per cent, in every group. Ho it is rather important for nu 
U) know of what the p<H>ple who have given figures were exactly thinking at the time. — 
I w’as thinking more of conditions which were not extreme on either side, that 
is to say, somewhere about midway between the end of the raht season and tlie end rf 
the kharif season. 

There is another point. I will come bock to the results. There is an enormous 
amount of debt; we classify it, but the actual person who takes the debt doi^s not neces- 
sarily take it for any settled puiqiose. He may take it merely for family expencK^s, and he 
naturally uses it for half a dozen purfxifles. Tliere is another difficulty. There is a lot of 
ancestral debt, and if you ask the cultivator what his ancestral debt was du#» t/O he would 
not know. The consequence is that you are never able to get absolutely accurate figures. 
Now, that introduces another complication. You give me certain figures which Ica^i to 
certain results, but which arc quite different from others. Did you take any account of these 
factors? Did you put down anything to repayment of ancestral debts? — No. I put down 
6 per cent, for miscellaneous considerations. My personal experience is that the ancestral 
debt is not a debt which you can call a general debt. It is, you will find, generally con' 
fined to areas which have in the past suffered very heavily from famine and the depred- 
ations of moneylenders, and so or. 

(The Chairman expained to the witness the method he had adopted in analysing 
the figures of the witness, and pointed out the conclusions to which he had come through 
that claasification,) 
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The Witness : My experience has been with the cultivaU)r that productive purposes- 
are reH|X)riHible for a very siiiall j)ortion of his debt simply for the reason tliat he 
does not really know the value of spending rnone}' on productive purposes. 

The Chairman : Unproductive debt has by far the largest share. They say that 
Ooverninent must arrange for cheap credit for the cultivator in order to enable him 
to pay off his debt, but vve find that 50 jier cent, of it is not agricultural debt at all; 
it is merely the personal debt for which his habits are responsible. It is in no sense 
i:gricultural. You can plausibly argue that Government should in some way provide 
cheap credit for true ngriculliiral debt, hut you cannot claim that Government should 
finance marriages, deaths and even ancestral debt. — (Wit ness) I d,) not agree there, because 
you have got to consider the agriculturist from tlie point of view of an ignorant factor in the 
national economy, and Government is wholly res[»onsible to look aher such a person. 

You hav(- to look after insane and mentally defective people, and from that point of 
view Government should to my mind he res[KjnsihIe to see that tliis fioor man, 
v\ho does not know wliat lie is doing in the majority of cases, does not fall 

into the hands of the monevlending classes. It comes to this that Government 
or the State whicli is made Uf> so largely <»f this Ivjh' of population in the cf)untry 
should strengthen itself by providing a clieap or easy form of credit. It redminda on 
CiovernmcMt ’s own good if they iirovidc such a machinerv. 

Uai Bahadur Pandit 0. S. IJpadhya : 1 suj>|)oso you mean that Government should 
still provide facilities for borrowing and that Governrmnt shriuld arrange to educate them 
also? 

The Chairman : It conies to tliis that Government must look after him m 

innttcrs not properly the State’s concern, because he cannot look after himself. 

The W itness : I have certain ways and means at the back of mv mind which T 
can discuss with you. I want to clear this. 

The Chairman : li is perfectly clear. However, we leave that for the moment. 

0 stick to the original jioinl. Is llie hlaine for tiie jiresent state of affairs by any 

means entirely on the moneylender? — No. 

The ))osition, I suggest, is tliat the tenant is prepared to borrow for anything for 
which anybody would lend, as much as ho can get. It is not exactly that he is 
thriftless, hnt that he is weighed down by his environment. Ho is weighed down by caste 
lUistoms. H,e is weigdiod down by economic conditions. He is handicapped by lack of edu- 
catiori. ^riu' teinint jnst takes as niucb money as he can get. Tlie moneylender, of course, 
thinking that his money will never be repaid wants to get something back and consequently 
he charges a high rate of interest, thereby hoping to get something in interest without 
hoping to get hack any principal. It does not much matter if vou lend R.s. 100 and 
get Rs. 100 hack in fuincipal and Rs. 10 in interest or if ‘ you get back Rs. 100 
in inteicst and ]|s. 10 in principal. Don’t you think that this fairly describes tlie; 
Ritual ion as it is bciwet'n the two? — Undoubtedly. It does describe tlie situation. But 
I do not think tliat w»^ ouglil to lose sight of this that if the moneylender is there and he 
is ready to lend money, iVic temptation is 'there and the tenants are uneducated. Iroine- 
diat(‘ly these |M'0])le will go to his door iK* tenant must fall an easy prev. 

I quite agree with that. 

Dr. RndhaliamaJ Af uherjee : hat you want is thal credil should neither be easy 

nor iineontrolled ? — It might be cheapened, and that can be done by cxi-operative banks. 

How" would you have cheap credit and at the same time some kind of control 
over that credit? 

Ihe Ciunrman : A certain amount of debt is short term in the first rnstance. The* 
short-term debt is mostly productive, for seed and bn Mocks ?-~Te8. 

Of the long-term debt there are two kinds. One started as long-term, another 
started short-term hut owing to forced circumstances became long. We have to 
diffetentiate because tbe short-term loan is always productive, and this short-term becomes 
long owing to unfavourable ('ircnmstancres. We have to differentiate between not only 
the effects but also tlie two types of cr(?dit, long-term and short-term. It is tlie most 
puzzling thing T ever had to consider. Now w^e come to another question. We have 
got to link up the very poor tenant with large institutions like the Imperial Bank. We 
want to get a chain between them. How are w^e going to do that? We have m the first 
Mr. C. Maya Das. 
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piac6 the moneylender next to the tenant wlu) has a capital of al>out R«. 800* Ho ia 
i>y no means rich himself. He can go on doing his nsehil work so long as things ato 
going well. Tlie moment they go \Nrong he is done, fv>r he has no money left. Above 
him w’e have got a man who ow'ns, may ho, Ks. 50,t)(H). He lives at a p^ae<^ where 
-there is a small market. Call him a sahiikar. He njainiv tines iiis husiness on the 
market side, hut still he is, uoi directly hut indirectly, in touch \v!(h tlie village. Above 
that you have a man, a big banker, a man who deals in large sums. AlH>ve him we 
have the bank. How are wo going to hnk ail these up Well , I do not see bow* 
you can link u)> all tbc.se tbal you have described when tlierc is no cluvk on tiie rate < f 
interest charged for loans. There is t t)in[»elit itai in the tountrv for money and you 
have got different conditions in different phmes. One person j*! l»i>rri>wing money at i) 
|K‘r other from a saJiuhor at ‘21 per cent. 1 do not see how you tan link up 

these things unless an<l until some law is made l>y which the rate of ijiicrcsi is limited, 
and then m»u sliould legularize the hornnving system all over the country. 

Then the remedy for the present situation would he hanking h’gislal ion . and you 
would not attempt to take any steps to ilirovv the wliole thing into u fiielting pot and a<lopt 
Western methods? — 1 do not see liow else you can do it when you have two foivi's in tlio 
country guiding tlie f'mames of a large class of pcofde. Jhit they an* hourul at one time 
to find an equilihrium. 

R<i( BaUdtIur (i. S. Ujnuilujn : There is another HuggcHiiun that indigenous 

bank.N should be organised on co-operai ivo lines. — i ^ on mean tlu' maluijaii 

moneylender at the liottem? 

Thf Cliairnmn : I do not think it is ahsolulely oulHidi* the rinilm (»f possibility 
tliiit tlie uinhiijiiii hims If should be organised so as to p<H>l his rctHourees and liecome him- 
self a eo op<‘ranve society. Tluie was a suggestion made tins morning that legislutii)**. 
should l>e (!' ected to fxing eirtles for particular m(»neylenderH or groups of inoneyloMderH 
within w !ii( h tju ir loa is might operate. ^rher<- are great dangers, hut it is a possibili’ v 
and has mar>y advantiiges. What is \<)ur idea?-- I d»» not entindy favour tlie idea of 
forming such a eo-oporaiive system for the reason that a tenant wlio wants to borrow 
will have to go from one rnnhtijan to another, and that y ui are going to have r. eo- 
ojieratiM* system open to st'cret com[X‘titiori. 

1 e:xp«.sf<‘d tliat eritieism and 1 nee its foiee. Wluui (he lime (omes for eonipetitioii 
we will liave to fact' it and no legislation can stop it 

liai Ihilunlur Pandit (i. S. Vpadhija : You say in your note lliat the most Hatiafactoiy 
remedy for tlic pri^aent si ait' of affairs would lie first of all in fixing a maxiimim rate of 
jnlere.st that can be charged lyv any riioneyleruler, and faH’ondly by referring all eaHCS of 
rccoverv of debt to a court of arbitration or a single arbitrator wjio <ommandH the confidence, 
of lw)tb parties . . . — iWUnfss) You have got to work out this firohUin from different 
directions. It struck me at the time 1 was replying to the rpiestionnairc as the most 
satisfactory solutiori for the present state of affairs. I'^irst of nil. hk f say, is the fixing 
of a maximum rate of interest hv law, and se<-ondly. tlio referring of all (‘ascH of recovery 
of debt to a court of arbitration. 

Both these fc^onditions are at present fiilfint?(l by the co-operative institution. There 
the maximum rate is fixed, and also cases for recovery are referred to arbitration. — (Wit- 
ness) I am glad to liear that, and it shows that the eo-c^perative system is working on 
sound lines. 

The Chainnan : That is a sound system working in one direction. What I have 
suggested is a movement in another direction, that is llie linking up of the Tnorieylender 
with the hanking system in the country. 

The Witnefis ; You want at the same time to provide that the bank he a compi'titor 

now in the village so that the credit might be easy. In the long nm there would be an 

equilibrium. 

The Chairman : In fixing the maximum rate of interest you have got to remernbt^T 
the danger that any maximum you fix will become the minimum. The most you can 
fix is Rs. 24, and the result w-!' be that this rate will always be chargwL 

Rai Bahadur Pandit G. S. Upadlnja : Even if you fix it at Rs. 13 the moneylender 
will get round it in this way that instead of advancing Rs. 50 which is wTitlen in the 

Tx>nd lie will advance you only Rs. 40 so that yon can see that he can get his R«. 24 nil 

right. Ro that legislation in that direction will r.ut be helpful. 

Mb, C. Mava Das. 
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The Witness : May I suggest that the Co-operative DepartDient can act as a. 
kind of 8U|>crvi8or in the matter of money lending. 

Rai Bahadur Pandit 0. S. Upadhya : One more point I would request you to con- 
sider which you have just made out from another coiisideration. You have said that 
Government should be responsible so far as possible for these illiterate and ignorant i>eople“ 
and for their welfare, and if you have tw'o competitive systems in the villag, one of the 
mahajans and the other co-operative, these ignorant people will be liable to be tempted by 
the mahajam? — I agree. 

Bo unless that stage of development lias been reached and unless they have been suffi- 
ciently educated, it is safer and much better U) have one system which is controlled by' 
Government and which will look after it rather than to have two competitive systems 
which may lead lf> ruinV — That is a debatable point. 

Dr. Radhakamal Mulierjee : We have been trying to consider the scheme as how 
to link up the village rnahajan with the Imperial Bank and the joint-stoch bank with 
a view to make credit more cheap, and at the same time we have to consider the effect 
of a similar scheme for Jinking up the villager and the grain-dealer and eliminating 
the middleman’s profit. You have discussed a scheme by wliieh you could control the 
market as the Agricultural CommiHsiori have recommended. Will you explain the scheme 
further and also the poHsibility of organising such controlled markets in different areas 
in this province? — I must he given time. 

The Chairman : You iniglit also consider the systoin of licensing warehouses which 
is really appended to it. — {WUness) 1 have already considt'red it ai»d I would like to say 
something al)oui it. I am ei\iirely against tl»e American system to be introduced in India. 

1 may say briefly soinetliing about it. The very first objection that occurred to me is 
tluit in order to maintain licensed warehouses you have to pay something towards the 
warelioiises’ expenses, outlay and the running cliarges. Bo that the margin of the 
agrienlturists’ profits is reduced. Not only has he to pay something to the bank for 
interest on the overdraft, luit he has got to [lay something towards the upkeep. That is 
one great ohjection. Another thing is the question of perishability. Take the case 

of a man in the Farnikhabad district. How will be able to get money from the bank* 

His main ])roduce will be tlie potato. The potato, as you know, is very perishable and 

yet it can he stored and stored effectively provided sufficient money is sfient on the ware- 

house. Su|)po.sing 10 or 12 tons are going to he stored. Wlio is going to take that 
risk? Ciin you insure them? If you insure them the insurance charges will be very 
high. Tlicse arc the outstanding objections that I see, 

(The Chairman thanked the witness, who withdrew.) 


Mji. C. Maya Das. 
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Ral Bahadar Pandit L. C. SHARMA, F.S.L, M.R.A.C., Bar.-at-Law, 
Depoty Director of Agriculture, Eastern Circle, Partabdarh^ 
(Oudh). 

Repliea to the questionnaire. 

I. — AqRICOLTUUAL CREDIT AND CREDIT PACIDITIKS, 

Part A. — AgfridWtufa/ borrowing jor purposes of production. 

Question 1.— The agriculturist liorrows from mahajans and sahukars generally, ai^d’ 
from the co-operative societies wliere they are popular enough. Also from Government 
in the form of tagavi loans. 

He borrows for the following as shown projiortionaLely : — 

(i) Repayment of earlier debts ... .. ... ... i per cent. 

(ii) Payment of accumulatt^d interest ... ... ... 1 

(iii) Marriage and other social functions ... ... ... 31 

(iv) Famine and other kinds of distress ... ... ... 2 

(v) Payment of land revenue or rent ... ... ... 15 

(vi) ... ... ... ... ... ... 3 

(vii) Litigation ... ... ... ... ... ‘25 

(viii) Purchase of plough or other cattle . ... ... ... 10 

(ix) Sinking of wells ... ... ... ... ... 1 

(x) Other agricultural improvements ... ... ... 1 

(xi> Subsisttuice ... ... ... ... ... 7 

The debt is distributed between the lending agencies as follow's : — 

Government ... ... ... ... ... T 

Co-operative societies ... ... ... ... 4 

Village moneylenders ... ... ... ... 05 

Seventy-five per cent, of the total debt is incurred in casli and 25 per cent, in grain ^ 
ninety per cent, being for long periods and 10 per cent, for short peritKls. 

Question 2. — The rates of in thereat are — 

(i) For cash advances, from 12 to 30 per cent. 

(ii) For loans in kind for seed, from 25 to 50 per cent. 

(iii) For other loans in kind, 50 per cent. 

The interest is calculated as settled. It may be — 

(i) simple interest, 

(ii) compound interest, 

(iii) adhanni system, i.e., six pies per rupee per month, or Rs. 3-2 per event., 

(iv) qist system. This consists of making small advanc^cs, ordinarily Rs. 10 per 

head, and realizing Re. 1 per month for a year. The advantage in this 

case is multiplication of the money repeatedly. 

In the absence of any settlement 12 per cent, interest is charged at simple interest 

on cash loans from the time of paytri-^nt, while on grain loans the interest is charged 

for the 'whole year although the loan is given from the sowing to the harvest time only. 
The rates of interest are certainly exorbitant. 

In cases of large loans only, a commission is very often charged by the middle- 
men on the amount of the loan at about 5 to 10 per cent, according to the market value 
of the borrower. There are certain other charges also incidental to* the grant — 

(1) Cost of stamp. 

(2) Writing charges. 

(3) Fee of the patwari, and other witnesses. 

(4) Some nazrana or mahajani. 

Question 3. — Land mor'gage, house property, ornaments and housfihold utensils are 
given and accepted as security. In rare cases security of standing crops is also given 
when none of the others is available. 
lUi Bahadub Pahdit L. C. Shabma. 
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It 19 correct to say that the better the title to land tlie greater the amount cf iii- 
idehtednesB. 

Tlie amount of debt Becun‘d on land inortgaige b decreaaing. Comparatively Jess 

interest is paid on the debt bceured on land mortgage. 

Qucfition 4. — Payinenl of debts from agriculturists is enforced through the courts 
whereupon decrees are obtained and enforced against tlie crops, cattle and ijouses, etc. In 
•ome cases payment is enforced llirougb the panchayaU (arbitration). 

It is natural that advantage of rates is taken against tbe cultivators who are in 
utmost need of grain at tin* time of their borrowing and reaving, with the exception of 
^those who reside close to some market. They borrow grai* at a dearer rate and repay 
it at cheaper rates than tliose of the inarkct nearby. TIktc is no means of ascertaining 

the markei rates. Jk'ing illiterate, cultivators are always at tlie mercy of their mahajans. 

Question rj. — Cultivators generally do not utilise the facilities provided by the 
Agriculturists Loiiiih Act and the Jjaiid Improvement Act. Tlieir illiteracy and ignorance 
of the Acts are in tlie way. They do not borrow* taqavi freely for seed, cattlt', agricultural 
implements, tanks and wells, etc. 

The eultiviji(jr doc's not borrow taqaei owing to the difliciilt its in getting it and in 
repaying it. 

In abnormal years about 25 times as much taqavi is taken than in ordinary years. 
It is generally taken wIkuj crops fail or some cattle epidemic destroys tlie cattle, or for 
making w’c'ls when tlie monsoon fails. 

The present taqavi system is defective. Patiraris and talisil peons, etc., are .said 
to give some trotible and also tliat soinctimeH the taqavi is not distributed at the right 
time. 

The beet system would be to distribute taqavi llirougli the Agricultural department 
form of i/nproved seed and implements and cattli* and making recoveries a.s is done in tiic 
^•ase of llu* (lovernment seed and implement stores' dues. 

Queslion b. — There i.s no combination f<rr the production of particular crops. ■ To 
rny mind cultivators will adopt any methods which will bring them more money. The 
(mltivators gladly combine togetlier in producing imiiroved seed in largo lilocks at the 
Kliajuri, Ncwiiri, Ilishnathganj and Sangrarngarh centres, di.strict Partabgarli; also in 
the model villagos of Fyzabad. Gradually they will also begin to grow a particular crop 
togetlier. Such a method is possible as w'ell as highly desirable as by doing so they 
can make larger profits and also save much by crushing sugarcane with improved 
mills, making gur after the improved methods and also by using labour-saving machinery 
nud imidcments on liie co-operative system. 

Question 7. — The main defects in the present system of agricultural borrowin|[r are — 

(a) about 50 per cent, of the money is not utilised on the object for which it is 
borrowed, owdng to some urgent pressure from some other side such as litigation, social 
functions, serious illness in the family, payment of old dues, etc. ; 

(b) tlie borrower is at tlie mercy of the moneylender and has to pay an exorbitant 
amount in cash and kind as interest; 

(c) very often the borrower gets very inferior seed for sowdng purposes, and this 
is wliy there is a common practice of sowdng 50 to 70 per cent, more seed per acre in the 
eastern districts than what should have been sown were the seed perfectly sound and 
of a superior variety. The outturn from the inferior seed mnst be naturally less, and 
thus a gradual deteriorjiion goes on rendering the outturn less and less every year. 

The main causes of the existence of such defects are ignorance, illiteracy and 
poverty of the agriculturists. 

T wmuld .suggest — 

(1) the spreadimg of co-operative Vianks all over the provinces as fast as circum- 
stances permit; 

(2) issuing taqavi throvigh the Agricultural and the Co-operative departments; 
compulsory education, and 

(4) development of rural reconstruction, i.c., village propaganda work such as has 
been started by the Registrar, Co-operative Societies, at the Khajun, Nv wseri, Bishnath- 
^anj and Sangrarngarh centres in district Partabgarh. 

Rai Bahadur Pandit L. C. Sharma. 
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Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Generally the principal crops are brought to market — 

(1) by cartmen or the owners of carts who do carting as a business ; 

(2) by the mahajans or grain dealers who purchase the grain produced in their 
neighbourho^ by going to the villages, or through their agents ; 

(3) the grain so purchased, if it is in sufficient quantity at a certain centre, 
may be booked by the railway to the place of destination. Crops such as sugarcane, paddy 
and oil-seeds ' are generally brought to the market in the form of gur or rab, rice and oil. 

The produce of crops mainly used for domestic consumption is generally sold 
directly to the consumers, while that of those mainly sold in the market is disposed 
of through the agents of big grain dealers of large towns. 

Question 2. — The money to finance the marketing of crops is generally obtained 
from the moneylenders (mahajans) who deal in this sort of business. The money is lent 

on a verbal agreement Uiat the grain will bo sold to him at a cheaper rate than the 

usual rate of the marketing period, and the mahajan will also charge interest of about 
12 per cent, on the money lent for the purpose. 

The co-operative societies do not lend money for marketing, but, if they did so, 
great facility will be created and larger profits will be made in selling the produce. 

Question 3. — The following charges are ordinarily paid by the cultivator in the 
case of marketing his crops : — 

(i) To the bania, weighing charges, besidcB what has l>een mentioned al>ove. 

(ii) To the arhatia, 12 annas 6 pies per Ks. 100 worth of grain, etc., and the weigh- 
ing charges. 

(iii) To the beoparit 3 pies per bag monthly till the grain is sold. 

There are no incidental charges, but in some places a terminal tax is paid as sbowD 

below — 

Eight annas for a two-bullock cart. 

One anna six pies for a pack-camel or bullock. 

Four annas for a single-bullock cart. 

3ix pies per head-load of a man. 

Question 4. — Some cultivators generally Btf>re grain for seed in large pakka earihen 
pitchers (matkas or chors), but for business purposes in kachcha kutharSf placing bhusa 
at ihe bottom and the top of the grain stored. 

The grain when in large quantities is stored in khattis where they exist, otherwise 
in rooms. In this case it is kept in gunny bags. The disadvantages of storing in bags 
is tl^at the seed is damaged, sometimes to the extent of 10 per cent., by dampness, white- 
ants, weevils and rats, etc., and the bags too are deteriorated and sometimes very badly 
damaged ; while in khattis the rain water or the moisture caused therefrom sometimes 
spoils the seed, making it worthless for sowing purposes. I would suggest the storing of 
grain in pakka pits or in rooms with double roofs and having only one entrance to the 
notrih or south, if possible. The dimensions depend upon the quantity of grain to be 
stored. Ordinarily 10'x6'x«'5' may do. The walls and floor of the room when perfectly 
diy should be coated with coal-tar and dried. A 12-inch layer of bhusa should then be 
spread on the floor of the pit or the room. The seed must be perfectly dried before it is 
stored on a clear day. The seed should be covered with about 6- inch layer of bhusa. It 
should then be covered with a matting or sarpat with plenty of earth thereon so as to 

make it as air-tight as possible. Some people prefer to use bagt in storing the grain in 

robins. The best method of storing in bags is to fill up the bags with the grain and 
plM them on a 12-inch layer of bhusa. one layer of bags is done with, another 

fl'inch layer of bhusa is put on the upper surface of the bags, then a second layer of 

bags on it, and so on till the room is flllad. A spEk^e of about one foot should be left » 

around the seed bags, to be filled up with bhusa covering the top layer of the bags also 
as done in the previous method. 

Quesium 6. — ^Tlu? gra stored in the markets is very seldom used as security for 
ebUiaing credit. 

Question 6.— I append a note on the system of licensed warehouses. 

Bai Bahamte Paitbit L. C. Shabma. 
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Questum 7.— I h%re not heard of the cnltivatore combining together for marketing 
a exppy but such a combination of the members of certain co-operative societies can be 
possible and is bound to result in a good many facilities and higher profits. 

Part G. — Small industrias allied to agriculture, 

Queeiion 1. — The following subsidiary industries exist in the Benares and Fyzabad 
divisions at certain places * 

(a) Dairy farming, 

(b) Gur^making, 

(c) Sugar-refining, 

(d) Vegetable, fruit or flower growing. 

Question 2. — The above-mentioned industries are run on very small scales and in 
such a manner that much of the profits are lost in the working process. Their condition 
can be very much improved if the owners of these industries could get expert E^vice 
and be brought in close touch with the Industries and Co-operative departments. 

Question 3. — Lac cultivation, where possible, rope-making, hand-spinning, weaving, 
etc., would give employment to a farmer during the off-season when he is not fully 
occupied in agriculture. 

The working capital for such enterprises may be had by-^ 

(1) becoming a zealous member of the co-operative society and borrowing from it, 

(2) getting a taqavi loan, 

(8) getting advances from the proprietors of the firms concerned. 

(For oral evidence, see pages 357-368.) 


Eai Bael\dub Pandit L. C. Shakma. 
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API’ENDIX. 

Note on lieenaed werehoiuee. 


A MERCHANT Of manufacturer may be able tu raise funds in India by hypitthecaUng 
tiis goods, etc., to a bank and obtaining an overdraft or cash crtHiit for the same, but 
this system is very defective for the reasons pointed out by the Provincial Banking Enquiry 
Committee, United Provinces, in their note referrtnl to in Part I B., question 0 of the 
questionnaire, and provides no facilities for the cultivators or sniall jrtjmitidur,^. 

2. The system of licensed warehouses can work very successfully in India, specially 
for agricultural seed and prcxlucts. The system of whorehouses already exists in these 
provinces throughout the Mctrut division, i hough in its primitive form only. It is 
chiefly cxml rolled, at every hig mandi^ by arhatias who store the grain in khatth wherever 
they exist, othorwi.se in large rooms re.served for tiic purpose. The grain is stored in 
bags or even without them. The former gives a better control over the various kinds and 
varieties of stock, etc., for purposes of siqwrvision, insj.’kH'tion and grading tjiem according 
to the quality. In pnkka buildings, with pahka tIcKirs, the losses by moisture, insects, 
rats, etc., are reduced to a miniuuim. 

The system of vvarehovises under (loveniineni licfuices will decidedly work much 
more satisfactorily, as in this case the 8to(‘k of tluj warebouaes will be supervised and 
'examined by the experts of (Government and remain in the hands of tin* third party, i.«., 
tlie licenee-lsdilers. ^Kbe purebasers or eapitalists will have the best assurance, therefore, in 
purchasing or hypothecating tVie goods, stmrk or any other material, as to its quality and 
’soundness, and will, therefore, gladly come forward to invest their money at low' rates 
of interest or profit. 

3. Th- liecnsed wafehouscR Hysteni is bound to improve the condition of the agri 
culturists and the rnerobants, praetieally of the whole population of these provinces, as it 
wdll provide for them goml facilities for storing their stock, g{H>d8, etc., in the wareJiouaea, 
obtaining more rnontiv if reijuired by liypotbecating them, and also of disposing of them 
whenever they get the best priees for them. The warehouse receipt hecHirnoB a negotiable 
instrument of title ’cvhich can be easily bought and sold. It will give a full description 
of the gocnls and the manner of its disposal and aiithoriso the bolder to take delivery 
ihcroof just by })resenting it to the warel»eufleman, subject to the discharge, by the former 
of certain liabilities. Any bank will gladly accept it as collateral aecnrity for a loan, 
•overdraft or cash credit and invest readily in consideration thereof. 

4. Most, of the people do not jxjssess sufficient accominc^lation for storing purjxisea 
■and are also unable to make satisfactory arrangements elsewhere for it. Thus, by the 
introduction of licensed warehouses, they will not only lie relieved from the anxieties 
and difficulties of storing their struk, etc., but also saved from the clutches of the middle 
man and the Im-al moneylenders they have to deal witli at present. WTiat i« atill more, 
the introduction of the Hennaed w^arehousea will find them ^nore money at a cheaper rate 
of interest when they are badly in need of it, *.e., just after the harvesting season, to 
pay off their tahsil dues (such as land reA^enuc, taqavi and canal dues), or in the months 
of May and June to perform the marriaces of their children and clear off all their dehts 
or portions thereof,"" which they have to incur chiefly for growing their crops : hence they 
cannot, in most of the cases, retain even small portions of their produce so as to utilise 
it for themselves or sell it at the time when better prices could be had for the same. They 
have, under the present circumstances, and so much against their own wishes, to make 
over practically everything to the local moneylenders and the middlemen who both 
make the best of the former's labour. 

6. As regards paragraph 6 of the Act the licensee will have to classifv the pro- 
ducts and certify on the r^ipts to be issued as required bv paragraph ll(q). It is, 
'therefore, essential that be should be an experienced and qualified man, possessing suffi- 
cient practical knr wledg of the business, and duly certified to be as such by the Board of 
Agriculture, the Begistrar of Co-operative Borietics or a Deputy Director of Agriculture special 
ly selected for the purpose. The selection of suitable licensees is to my mind very import- 
ant. They should he men not misrelv who possess eTperience of the business, but such as to 
oommand the confidence of the local public also. Men who can gladly invett their money 
Bai Bahadur 'Pandit L. C. Bhabma. 
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in building good warebouBes will soon bo forthcoming. Government assistance will, of 
course, be essential at the outset to familiarise the people with the ways and methods 
of running the licensed warehouses efficiently and economically. Some opposition from the 
local mahajans and the middleman will naturally be experienced at the beginning, but 
will disappear as soon as the people realize the advantages of the licensed warehouses. 
A number of buildings in every mandi and other suitable places may well be utilised as 
licensed warehouses, but it will be advantageous if the Government is pleased to get a 
few model warehouses constructed in some suitable places, which can be rented to some 
intending licensees. 

6. Since over 80 per cent, of the population, directly or indirectly, subsist upon 
agriculture, it looks most likely that the licensed warehouses will be full mostly 
of agricultural produce and products ; hence I venture to suggest that the 
supervision, inspection, grading of stock and such like work of the warehouses may well be 
carried out under a Deputy Director of Agriculture selected for the purpose. This will create 
facilities for the Agricultural department for easily securing improved seed, and also for the 
co-operative societies, private farm owners and such like bodies in getting them, sound 
and free from mixture, at competitive market rates for general distribution. 

7. The draft Bill drawn up by Mr. B. F. Madan on the model of the American 
Act will, indeed, be a blessing to the people of this country when passed into law, as it 
encourages the establishment of independent warehouses in India and provides for their 
proper supervision and control. 


Bii BAttADtm PatmiT L. G. Shabma. 
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ORAL EVIDENCE. 


Lucknow: February 1, 1930. 

Present : 

Mr. E, a. H. Blunt, c.i.r., o.n.R,. i.c.s., m.l.c 
Kai Bahadur Pandit G. S. Upadhya, b.a. 

Dr. Radhakamal Mukkbjkk, m.a., rh.i>. 

Mr. Mohan Lal Sah, m a., ll.b. 

Dr. L. C. Jain, m.a., ix.b., rb.D. 


Witness : Rai Bahadur Pandit L. C. Suarma, p.r.i., M.n.A.t Har^ al Lnw, 

Deputy Director of Agriculture^ Eastern Circle, Partahgarh . 

The Chairman: I should like to deal first with the eost (d produetion. Vt>vi have 
'j^iven us in the statement* the fiiifiires for your experimental station at Partabgarh and 
I understand that they are definitely neorcled figures*.’ I suppose they are not merely 
estimates? — No, they are taken from the rworded figures and re]>reHent the average figuroH. 

That is Bometbing that wo can nbsohitely go by. We take it this way. Government 
expenditure is considerably above the expenses either of the high-caste cultivator or 
Kurmi and the yield is proportionately larger. Where exactly does tlie differenri^ come in? 

I notice it all along the line. I think that it is in the amount of nmiune, methods if 
cultivation and partly in irrigation. That is which really makes the difference ; and 
probably also the seed is better? — Yes. 

I find that your expendituro on seed, thougli your yield is larger, is eonsidorably 
smaller than that of an ordinary cultivator. You put down Rs. 0 as cost of wheat? — They 
sow a larger ijuantity, because they get seed from the mahajan which is not of a superior 
quality, while onr seed is pure and sound, its germination is over 95 per cent., hence 
smaller quantity is sown. 

If a Kurmi can afford to spend the same amount as Government he will get ag 
good results? — No. He does not sow gocxl seed : that is the main cause and his cultiva- 
tion also is very poor, and he does not work as hard as we do. 

But he does it himself? — Yes. I have taken great pains in working out these 
figures. I have also taken into account the cost of high cultivation and intonsivo cultivation. 
Tha average taken by me will be within the means of the cultivator. I had to compare 
the figures with those of the Thakurs and Kiirmis. If he acts up to our advice, he 
will surely earn as much as we do. 

In working out this cxwt, you have taken oothiirg which an ordinary cultivator 
could not do himself if he chose? — Yes, nothing of the kind. 

You have given us percentages showing the profM^rtion of the various claswes of 
debts. From where did you get those figures? Are they based on mere calculation or 
on your general experience? — They were taken by me while going about in camp. 

Mr. Sah : General experience? — Yes. 

You have a high figure for litigation, that is, 25 per cent.— (IV'ifness) Litigation In 
the eastern districts, especially petty litigation, has increased. 

Your figures relate to the eastern districts? — Yes. 

The Chairman : You say that the cultivators combine together for purchasing seed 
in large blocks iji the various centres at Partabgarh and also in a village in Fyzahad. — 
(Witness) The co-operative department has made them as the chief centres of their aclivitif S 
Rnd there the work is done by the members of the co-operative societies and we help them 
with seed, implements or wliatever^^ possible for the department to do through the 
co-operative members. 

In what way do they combine together and what particular combination is this? — 
They combine together, for instance, in cutting chaff for the cattle. We have sold one 
ohaff-entter to the society and tfiej tom by turn cat their chaff and pay a little higher 

* Not printed. 
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rate for doing so, so as to cover tlie price gradually, to the sarpanch of the society who* 
ooiiects it and pays it to the department. Similarly, we have put up a pumping plant 
to lift water. We give them water and they make kachha channels on co-operative lines 
by give-and-take system. They do not mind whether it passes into A's field or B's 
field ; they simply want to economise water. Similarly, in cane-crushing, they all combine 
together and take the work from the same mill and the furnace. 

But they have not yet got to the pitch of . growing together—of sowing a particular 
crop in a particular area? — No. In Khajuri, they have done consolidation of holdings also* 

Consolidation of crops? — No, tliis will follow. At present all that is being done 
is that we arc trying to select blocks for wheat and for sugarcane according to the soil* 

And rotation too? — And the people are quite willing to undertake to grow crops 
in rotation which are recommended by us for that particular area. 

What do you do afterwards? Do you pool the produce when you reap the crops 
and do you also consolidate the combined produce and give each man his share? — ^All the 
stock for our seed purposes is purchased by the department and is stocked in that very 
centre for the use of the members of the co-operative society. 

‘ Rai Bahadur Pandit G. 8. Upadhtja : You purchase all the stock. You purchase seed 
to give them. But when you reap the crops what do yon do with it? Do you sell it? — 
We sell it to the meinbers of the co-operative societies and whakwer is left, to the other 
villagers in the neighbourhood. In fact the demand for improved s(?ed is so great that 
we cannot buy enough sufficient to meet our requirernents. 

The CJiairman : Do you think that rural reconstruction is doing good work? — I think 
extremely good work. A visit to that place will convince anyone. 

Has there been any attempt towards co-oi)erative marketing or anything of the 
kind «o far? — Yes, the work commenced only fcw'o years ago. 

Dr, Radhakamal Maker jee : Do you think that co-o^>eration for the purchase of 
seed and for marketing is desirable? — It will bring in more profit and curtail expenditure. 

Mr, Sah : Do you think that occupancy rights should be made transferable? — ^It 
may increase litigation more than it is now. 

The idea is that at present the agriculturist wants capital, all sorts of capital, long- 
term and short* term. For providing long-term* capital he is required to furnish some 
security and unless and until the occupancy holding is made transferable, it will nob 
be possible for him to get a long-term loan. For this purpose would you recommend that 
the occupancy holding should be made transferable? — It is a very difficult point. It 
will create a good many difficulties to my mind. 

Supposing occupancy holdings are made transferable only in the case of land 
mortgage banks and co-operative banks. How do yon like this idea ? 

The Chairman : In other words, if you make them transferable to co-operative banks 
they w’ill do less harm? — Yes. 

Can you tell us in a few words regarding licensed warehouses what is your 
general opinion? T have not seen your note: it has only just come. — {Witness) My 
general opinion is that it will run most successfully. 

Do you tliink that it ^will run successfully both in rural and urban areas? — 
It will run successfully at both places. 

Do you think that there will be a sufficient amount of custom in rural areas? — 
Indeed so. 

Will it be profitable to co-operative societies?^ — It will be very profitable to them 
if you make licensed warehouses one of the features of the co-operative societies. It will 
be a great blessing to the societies if you could find a place where their grain could be 
stored properly. 

Mr, Sah : For how many villages would you like to have a licensed warehouse? 
Would you like one for one village or one for a number of villages? — ^Dne for a number of 
villages. 

What should be the rough area that one warehouse should cater for? — To start 
with I thjink 12 warehouses will do for every distr^. 

Say for instance one in each market or’wandfijp-It will be very suitable. 

And later on they could be developed? — ^Yes and also in some centres where there 
are co-operative societies, 

(The Chairman thanked the witness, who withdrew.) 

Bai Babadur Pandit L. C. Shabma. 
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Mr. HARI RJLM SINGH II, Dtvfadonal SnperinteiideBt of Agrionitare, 

Western Cliole, Agra. 

RepllM to tho quoitioBiiAiro. 


I.— Agricultubal credit and credit faciutihs. 
part A. — Agrictdtural borrowing for purposes of production. 

Question 1. — The ngricultnrigt borrows from Government, co*operativ® societies and 
village moneylenders. 

He borrows for the following purposes : — 

(1) Repayment of earlier debts, 

(2) Payment of awnmulated interest, 

(3) Marriage and other social functions. 

(4) Famine and other kinds of distress. 

(6) Payment of land revenue or rent. 

(6) Se^l. 

(7) ExpenseB of cultivation. 

(8) Agricultural inii)lement8. 

(9) Litigation. 

GO) Purchase <»f ploughs and cattle. 

Gl) Sinking of wells. 

(12) Subsistence. 

Al>out one-fourth of the loans is from Government, one-fourth from co-operatjv#* 
societies and half from village moneylenders. About half is taken in cash and half in 
grain. The cash loans arc for long periods and grain loans for short periods. 

Question 2. — The rates of interest are — For cash Joans and loans in kind other than 
for seed, from Re. 1 to Rs. 3-8 0 per Rs. 100 per month ; for loans in kind for seed, from 
annas 10 to Rs. IG-O per Es. 100 jwr month, annas 10 from the Agriculture department 
and Rs. 1-4 0 from moneylenders. 

Interest is calculated after every six months and added to the principal for charging 
compound interest. 

In my opinion the rates are exorbitant. 

Question 3. — The security given is usually a land mortgage, or ornaments and other 
properties. 

The better the title to land the greater the indebtedness. 

Question 4. — Payment of debt is enforced through the courts. 

The moneylenders give grain at one seer j)er rupee less and receive at one seer 
per nipee more than the prevailing market rate. 

The cultivators have no proper means for knowing the prevailing market rates. 

Question 5. — Very few cultivatr>r8 take full acl vantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act, but do not get taqavi 
freely for seed and implements or for building wells and cattle. The reason is this 
that the Agriculture department has not got sufficient stock of seed and the Revenue 
department is unable to give sufficient taqavi. 

Question 6. — I know* of no instances where cnllivators combined together to produce 
any particular crop. Combination in w'ceding of the kharif crops and harvesting of the 
rabi crops is possible and desirable. 

Question 7. — ^There re some defects in the system of agricultural borrowing such 
as sometimes the cultivator,, take taqavi for seed and cattle and they spend it in pur- 
chasing other things and repaying moneylenders. Taqavi for seed should he given 
through the Agriculture department in the shape of seed. 

Mb, Hart Ram Binoh TT. 
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Part B, — Agricultural borrowing for purposes of marketing. 

Question 1. — The cultivators sell their produce to local hanias and they bring them 
to the market themselves. 

Question 2. — There are co-operative societies but they do not help the cultivators 
in mameting their crops. I think the co-operative societies should help in this con- 
nexion. 

Question 8. — Generally the cultivators sell their produce to local moneylenders 
{banias) who do not make any charge but purchase produce at a lower rate. 

Question 4. — Cultivators store their grain in khattis, khas, etc. They should store 
their rabi grain in rooms by putting bhusa all sides of the grain bags, and the doors of 
the room should remain closed during the rainy season. This is the best way of storing 
the grain. 

In markets grain is generally stored in bags. This system is defective as they 
do not put bhusa round the bags. They should as in their homes put bhusa all round 
the bags and the room should he closed for the rainy season. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Seed and implements are given on credit to some extent by the 
Agriculture department. The co-operative societies give money to purchase seed, imple- 
ments and cattle. Professional moneylenders give grain (for seed and eating purposes)! 
money for cattle and other agricultural requirements. These facilities are not adequate. 
There must be some big banks which may undertake to dispose of their produce pro- 
fitably and credit them money on low interest and easy terms. 

Question 3. — There is some co-ordination between the Agriculture department and 
■co-perative societies. The Agriculture department supplies seed and implements to the 
cultivators and the co-operative societies arrange to pay their prices. There is much 
ecope for improvement in this direction. 


Ifm. Habi Bam Sinox II. 
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Mr. G. CLARKE, F.I.C., F.C.S., C.I.E., Director of Agriooltore, 

United Provinces. 

Note on the Egyptian eeheme of loans on the security of cotton. 

So far as it goes, the schemo ap(>ears to be fuinlaiuentally Huvind, 1, however, 
enteitain considerable doubts about its practical applicability to the nuniervms varieties 
of cotton produced in this country. Its introduction in India will prove a vast under- 
taking, involving heavy investments and the entertainment of a huge siafT. There is, 
nevertheless, little doubt that it will prove very helpful in introducing and popularizing 
new varieties of cotton. In any case, it wilt be worth wliilc to give it a trial on a small 
scale in a limited area growing some special variefy of cottim, sucIj as Kain Prasad 
^tton. 


Mb. G. Gmbbb. 
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Pandit CHAMPA RAM MISRA, B.A., Deputy Director of Industries^ 

United Provinces. 


RtfiUM to thi questionnaire. 


I. — ^AonzcouriKaAL oubdit and obedit facilities. 

«i 

Part H. — Small urban industries. 

It is more coDvenient to deal with the organisation of the cottage industries for 
finance and facilities in obtaining raw materials and implements and in sale of finished 
goods at one place in a narrative form. This is also likely to obviate repetitions. I am 
therefore attempting it. 

2. Cottage industrialists are organised on the followiixg three broad systems. They 
are found to be working (1) independently on their account and at their risk, obtaining 
raw materials and sellimg their manufactured goods, or (2) in small factories called kar» 
khanaSf or (3) for organisers of trade, called dealers for the sake of brevity. 

(1) Independent workers use their own implements and obtain raw materials on 
credit or on cash. Cash sales are few. Credit varies from three^ days to one month and 
occasionally to three months (e.f/., in the case of Mirzapur carpeta). These workers have 
to pay interest about 12J per cent, per annum, if credit is not discharged within the above 
mentioned period. They have to sell their products in the open market. The sale is 
conducted either by hawking in their native place or in the neighbouring market or, when 
that fails, to effect a sale to a dealer in that line. The dealers usually pay wholesale 
rates, therefore private sale is preferred, although it entails loss of time in hawking about 
and has an element of uncertainty about it. These people do not possess either the 
capacity or the capital to be able to withhold their goods even for a short time, and as 
they must sell at the earliest opportunity in order to discharge their liability and obtain 
fresh raw materials, they have, when no private purchaser comes forward, to sell at the 
price which can bo offered to them by the dealers. They cannot therefore sell their goods 
to their best advantage. This is one weak link in this organisation. The need of these 
people is some institution which could afford facilities for advance of money on the credit 
of their goods. Such facilities are ordinarily wantinig, though they do exist in some 
places (e.g., at Najibabad, which has several centres of printing industry, and has 
privately-run stores where prints made throughout the year and not sold can be stocked 
and advances to a limited extent are made on their security to the workers. This enables 
them to go on working throughout the, year, although the prints are meant for export 
to the hills in the winter season only). Such stores are a necessity for all such workers, and 
will go a long w’ay in establishing more direct relations between the producers and 
consumers than what exist at present. Another need of these people is help in the 
disposal of their manufactured goods. As this question will be dealt with later, 7 refrain 
from making any remarks here. 

(2) Karkhanas are small factories run either by businessmen or by expert work- 
men. Artisans w^ho lay by some money and can command some capital be^me karkhana- 
dars. This enables them to earn more and not have to work with their own hands. 
Besides, a karkhanadur is a man higher in status than the workman. Every workman, 
therefore, aspires to become a karkhanadar. But small businessmen, who do not 
command sufficient capital to be dealers, begin with karkhanas with the help of some 
expert workman. Karkh^nadars of both these classes would be found to exist side by 
Pandit CHAMr.\ Bam Mtsra. 
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fide in many industries {e.g., in the brasswere industry at Moradabad). Several vorkera 
aometimea combine to run karkhanas on a profit-sharing basis (e. 9 ., brass workers of 
Benareaj. 

In the Benares silk karkhanas three modes of work are found to exist side by 

side — 

( 1 ) A'ari^ari — Where the artisan is a mere wage-earner. The karkh^nadar sup- 
plies everything — lcK>m8. yarn* etc. 

C2) Bani — When the karkhatiadar gives the warp and gold thread and yarn for 
the weft and the design. The artisan weaves at his place and gets a piece- 
wage. 

(3) Karkhanadar — Simply passes on orders for cloths of standard designs with 
some cash advance to the workman who weaves at his homo with his 
implements. 

One reason why the karkhana system prevails in some industries is that all work* 
men do not know all the process's required for the manufacture of the articles. Different 
processes are followed by different workmen who become experts in their own lines l>y 
constant work in them. The result is that, before a thing is completely turned out of the 
factory, it passes through several hands and a oo-or^nating link between them is 
uecessarv. To take the instance of tlie brass industry at Moradabad. a lota (jug) passes 
Ibroutgb several bauds before it is ready for the market. Kaw material which is ordinarily 
old brass is melted in earthen moulds. The moulder only knows to make a moidd, is an 
expert in his line but does not know' any other work except moulding. These innulds are 
then heated to 11 point at which the raw material inside the moulds melts. The furnace 
man is a different person from the mouldtT. Ho knows how to run a furnace 
and to control and direxd the heat and is ex|MTt in his line, but be knows only furnace 

work. The mould is then broken and the jug i» filed. The filer knows Ins work well 

and caei do it in less time than others, but does nothing else. The jug is then sent to the 
latheman, who know’s how' to work the lathe and nothing else. It is then tinned and 
IH)liBhed. The tinner and the jx)li8her are two different workmen. Naturally sonui 
guidance and ciuitrol are required to direct the various operations in the manufacture 
of the jug and it is the l)usine88 of the karkhanadar to do it. 

The karkhanadar keeps a 8to<*k of implements and supplies tiuim to the workmen. 
He is responsible fr)r the losses which may occur in his karkhana. For instance, the 
moulds for the jug may b(» under or over heated, in which case the jug will not be a 

perfect prodiicl. Tt may then have to he br(»ken and rernelted and the loss caused thereby 

will have to be borne by the karkhanadar. 

Tlie karkhanadar gets a certain pie^ce-wage from the dealer, and ordinarily the 
sum U'>tal of tlie wages w'hich he gives to tliesf' workmen is less than what he gets. 
He can save for himself about 12J per cent, to 25 per cent, and ran earn a Jittlo mort; 
if be is an ex|)ert workman, himself w'orking in his karkhana. (This often happens in 
industries in which much guidance and constant attention are not needed, e.g., in the 
manufacture of boots and shoes.) Ho pays his workmen by piece-wages and occasionally 
by a sliare in the profits (e.g., certain Lucknow heather workers and tanners are re- 
ported to be paying one-fourth profit and a wage and certain Fatehpur tanners half of 
the profit). The karkhanadar ordinarily buys raw' material from the dealers on credit but 
having a larger credit is often able to get- a larger quantity of raw material than the 
individual, workman. 

(3) In the third case where the workman has dirc'ct relations with the dealer, 
he gets only a wage. The raw' material is supplied by the dealer who takes back the 
finished product on payment of a stipulated wage. Implements in this case are ordinarily 
obtained by the workers themselves who mostly work at their own homes, and are saved 
the botheration of the disposal of their goods. (In the case of the Man Aims khandala 
weavers, the dealer is said to be supplying the Usually these people get a 

wage which is lower than the wage which can be earned Gy the independent worker. 

The dealer is the pivc* of this indusirial wheel, on which rests the whole organisa- 
tion. He supplies the raw u..»teria 1 and sells the finished goods, he finds the neeefNiary 
capital to run the industry, he is the eiroorter of finished products and the importer of 
raw materials, and the workers and karknanadars are merely wage earners. His risk Is 
great. The fluctuations of the market effect him, as he has to keep stock, both of raw 
PaKDIT CEtAUFA KaM Mi'SRA. 
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fiijaterials and the finished gtinds. Without him the industry cannot be run. The whole 
of the biiBiness side is in his hands. He has trade connexions outside the centre 
of the industry and keeps liiinself in touch with the rales and tiie markets and has a great 
insight into the commercial side of the industiy. He is not a mere capitalist who lends 
money. His position is that of a managing director of a large firm. Only his workmen 
do not asaamble to work at one place but are seattert d over a whole place and work at 
their homes. 

The karkhanadar' s position is that of a foreman of a factory. His risk is limited 
to the losses which lie may have to incur in the manufacturing processes, but some- 
times when there is a slump in the trade he is also affected on account of the reduced 
rate at which the dealer is prepared to give him work. Such a case recently occurred 
in the brass industry at Moradabad. On account of large stocks the dealers did not. 
give work to the karkhanadars except at a reduced wage and charged what they called 
hatta. The karkhanadar could not stop work as it would have been very difficult for him 
to organise it over again. Therefore he accepted the hatta. Some of the karkhanadars 
were able to pay (heir workmen also at reduct'd wages, but in some cases where the kar- 
khanadars wore weak, the workmen's wages continued what they were before and the 
loss had to be suffered by the karkhanadars . A general continued fall in the prices thus 
affects him sometimes, otherwise the karkhanadar has little connexion with the business 
side of the industry. The karkhanadar is only responsible for the work of his workmen. 
Usually he permits a few apprentices to be taken in by the workers. 

^1. No general tendency is seen for the artisans to leave their homes to small 
workshops or vice versd. Tlie old traditional work is going on as usual. Karkhanadars 
exist where they were before, and wdiere they did not exist indept'^ndent workmen are still 
found to be carrying on the work Only, in Ijiicknow’, brass-workers have turned from 
being wage-earners to being independent workers but they are worse off, and in the 
case of the wire drawing industry of Tuicknow {kandla-kashi) it has been re])orted that 
karkhanas which used to exist before do not exist now on account of the fall in demand. 
Their place has been taken by small dealers who are dealing directly with individual 
workers. 

4. Demand has fallen in most of the artistic industries of the province. The 
reasons for the fall have been variously given as — 

(1) Change of tastes in the public. 

(‘2) Want of change in designs to meet the public tastes. 

(3) Cul-tliroat competition amongst workers and the dealers, and 

(4) Unbusiness-like and dubious dealings of the w’orkers and the connivance of 

the dealers wdth such methods. 

To illustrate these — 

(1) The gota (lace) industry of Lucknow, the cap making industry of Meerut or the 
■embroidered caps of Lucknow have all suffered because of the change in the tastes of the 
people. Lahngas are falling into disuse steadily and their place- is being taken by saries 
on which very little got a is used. Similar is the state of zardozi and kamdavi or the 
embroidery work of Lucknow\ 

(2) The silver-w'are for which Lucknow was once famous on account of its lightness 
tind workmanship is now going out of fashion, but the workmen have not been able to 
adapt themselves to the change. The cloth printers of Lucknow are still turniijg out the 
old kinds of Jihafs and other articles although the demand has now changed and newer 
dihings with new designs and aerograph printing are coming in vogue. The printers are 
suffering for w'ant of adaptation of their products to the requirements of the market. 

(3) The art-brass of Moradabad or the Mirzapur carpets have deteriorated immensely 
on account of cut-throat competition. This leads to the manufacture of cheap but ill- 
■executed articles, and the demand falls evidently. 

(4) Articles can never be expected to be supplied according to the sample given. 
Evei), coarse and cheap garha tham will be found to differ from the standax-d — ^the outer 
fold of the cloth will have more picks in it than the inside. The gold and silver wares 
will not be found to contain pure gold or silver. Old and deteriorated articles will be 
supplied when orders are received from onUstations. This and similar other dealings of 
“the workers as well as the dealers lead to a decline of the industry ultimately. These 
along with w^ant of confidence that orders will be executed in time and any advances 
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made will not be lost operate as serious handicaps in the development of cottage indus 
tries. If goods could be standardised and the purchaser could bo convinced that goods 
will be supplied in quality and quantity according to samples and in tiinc» much improve* 
ment will occur in the present situation which is all but hopeful. 

5. With a continued fall in demand, wages also go down, and in many cases the 
wages earned by the workers are very small indeed. This is particulaj ly the case in 
industries in which the workers are women who cannot take care of their onyh inUTeHts 
on account of purdah — for example, the gota weavers or the embroiderers o( ljuekuow. But 
I have not come across any case of sweated labour. It is true that in some cases the 
workers go on for longer hours than they would otherwise do, if they were paid by time. 
This is specially the case where payments are made by piece-work and it is chiefly re- 
sorted to by part-time workers who devote most of their time to other work and take up 
an industry in their leisure moment.-?, fiuch workers are found in almost every industry, 
and I have come across several instances in whidi domestic servants have been sc'cn to 
be working rather late in the night after return from their work. But most of this 
work is done in order to earn a little above their ordinary' caniings. I would not call it 
sweated labour. In the brassware industry at Moradabad the ordinary hours of work 
are staged to bo six t-o seven and seldom exceixling eight. In one place the working 
period is said to be 10 hours. 

6. When Japan was dumping the market with cheap goods of low quality which 

led to complaints from all sides, I understand the Government there created an organisa- 
tion by which go(xis going out of the country were inspected before desputcii. Such an 
itrganisation will be able to help ihest^ industries very much and also protect the 
purchaser. The bail marking of silver and gold ware and their certification for weight 
and quality at Bombay is an instance in point. For silver ai>d gold ware specially 
hall-marking is very accessary. Similar certification would improve the sales of many 
articles of art — like the Moradaluid brassware or tlu' Mir/.apur carpets — the demand for 
which is going down on account of the uncertainty of quality of the exported goods. An 
organisation for sale, certification and standardization of articles is very necessary. 
Co-operative societies alone cannot, in my opinion, bring about an improvement in the 
condition of the industry or guarantee a fair return to tlu‘ workmen. The swielics 

themselves would have to pay the workers by piece- wages to he successful, and in cascg 
where piece- wages are the rule the workman has every inducement to work longer hours. 
Nor can all cottage workers be organised on a cooperative basis, c.j;., in industries 

in which karkhanas are ? necessiiy, it w'ill be very difficult to organise co-operative 
societies for workers alone. 

7. There are few' cottage industries in this province wliich could bo said to be 

languishing for want of capital. They are worked mostly through dealers who are 
monied men or command credit and can get it at about 12 fier cent. An industrial bank 

would be an assistance to the dealers. The workman will have no credit for a long time 

to come. His ways of work have become very unscrupulous and he is extremely improvi- 
dent. The bank will therefore afford him little aid. He will be found to be taking 
advances from the dealers as he does now. In iodustries like the Moradabad brassware 
workers are found to be indebted to the extent of Bs. 200 or Hs. 250 per head. Tn some cases 
they are indebted to two or more dealers at a time. The bank will not he able to 
advance them so much. Then again, the question of interest will come in. Advances 
are made in many industries (like the Moradabad brassware) by means of written bonds. 
Interest is stipulated but not paid unless the man leaves the karkhana or the dealer and 
the money has to be realised through the courts. Stipulated interest in the case of 
Moradabad brassware is Ks. 8-2 per cent, per mensem, in leather at Allahabad it is 
reported to be Jis. 10 in ten months on Rs. 30 per cent, per snnum Acc(junting 

is done in some industries at fixed intervals (e.g., after six months in Benares silks) and 
if an acoount is not closed on the fixed date intemt is charged. But workmen will not he 
willing to pay so high a rate of interest to the hank, nor will the bank be able to 
adopt the methods of the dealers. Moradabad brass-workers are earning as much as 
Bs. 1-8 to Be. 2 a day, but can hardly lay by anything for bad times and never repay 
their advanoea. The ordinary weaker wooM spend his whole wage within a few days 
of earning it without caring anything for hard times. Such a man would prove to be a 
regular nnisanoe to a ba^. But if some oiiganisation could be started which could 
advance to the dealers, the karkhanadan and the workmen and look to the interests 
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all three, it ib poBsible that it may succeed. I would therefore advocate a co-operative 
rather than a joint-stock bank. The bank may issue loans to artisans’ societies, individual 
artisans and firms according to the needs of the industry. Sales associations, depfita 

or other organisations would certainly be a help in the disposal of goods. 

8. At present there is very little advertising, and except in a few hnstanoeB in 

which a few dealers themselves act as their agents and go out to foreign countries 

for securing orders or sell their goods (for instance, Farrukhabad prints), sales are 
mostly with set clientele. Hale organisations may also prove useful in creating a 
demand. But greater benefit would accrue to the industry from a certification and 

guarantee for the quality of goods supplied. Articles have become sufficiently cheap on 
account of competition amongst dealers and workers, but few people are buying them 
on account of the uncertainty of the quality and the price. 1 therefore advocate an 
organisation on co-operative lines which could finance, manage and control the industries 
and perform the abovementioned functions. The Cvonirol should be that of Government. 
If a certain minimum dividend could he guaranteed, capital will, I think, be attracted 
without niuc^h effort. 

0, In order to avoid the difficulty created by cut-throat competition between the 
dealers, it has beon suggested that .some legal provision be made fixing the minimum 
prices on the lines of the “Price maintenance law” in other countries. It is under- 
stood that combinations of guilds of suppliers fix schedule of prices in consult-ation with 
the ‘ representatives of consumers and Government in other countries. These prices then 
get the sanction of the law which is called the “Price maintenance law.” 

10. The system of foreign sales in many industries (for instance, Moradabad 
hrasswDic, was that orders used to be accompanied with an advance, say 25 per cnet. The 
balance vas colleced by C. O. D. Borne of the small dealers attempted to gain orders by 
doing away with the practice of advances. The result is that foreign buyers are now 
unw'illing to give advances. Cases have actually come to notice in which hardship has 
been caused by the absence of the advances. IlealerR, tliercfore, desire that some means 
should be adopted by which the system could be maintained. This is one method of test- 
ing whether the order received is a bond fide one. 

11. Other difficulties mentioned by the dealers viz., (a) w^ant of an institution 
which could advance money on the security of their goods (a.s the joint-stock hanks like 
tile Imperial Bank and the Allahabad Bank advance money on the security of grain), 
and (b) publicity work to be done at a larger sc^le, and (c) some trade agents to be 
■established in foreign countries. 

I have dealt with (a) above. As regards (6) I think trade commissioners should l)«‘ 
established in foreign countries where they do not exist. They should be in touch with 
(he organisation at this end, which 1 have mentioned above. 

I now proceed to give replies to the various questions raised in the questionnaire. 

Question 1. (a), (6) and (c). — The financing of cottage art industries has been 
■described above, as also the question of supply of raw materials and implements and the 
disposal cf finished products. Implements are mostly obtained locally or purchased from 
some neighbouring known market like Delhi, Cawnpore or other similar places. 

(d) Besides the dealers and the karkhanadars mentioned above, arhatias (commis- 
sion agents) and brokers also work between consumers and the manufacturers. Their 
percentage is fixed as also the practice as to the party from which the brokerage or 
commission is payable. The duty of the commission agent is to realise the sale-proceeds 
from the purchaser. They keep a credit from one to four months from a karkhanadar 
within which the account should be settled. This agent charges an interest of fij to 12J per 
eent, but allows no interest to the karkhanadar. The broker simply brings tho con- 
sumer and the manufacturer together and charge his brokerage (annas 3 per maund in 
tbe case of Moradabad brassware. Arhat in the case of Mirzapur brassware is annas 12 
to Re. 1 per maund from the purchaser and three annas and six pies per maund from 
the karkhanadar. 

Question 2, — A list of industries in which the karkkana system prevails is 
append^. 

Question 3. — ^This has been replied to above. 

Pandit Ohaupa Bam Mis&a. 
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^ yiMvtum 4. — I taa not acquainted with the actual working of any co* 

^erative artisan society as the societies are under the Kegistrar, Co-operative Societies* 
United Provinces. 


Questions 6 and 6. — Have both been answered above. 


Part 0, — Small industries allied to agriculture. 

Almost all the industries mentioned in question 1 exist in the province. Dairy 
fanning exists in two forms — gwalas and ghosis ktiiping a number of cattle for the sale 
of milk in big towns w"here milk fetches a g(K>d price, e.g., Cawmpore, Allahabad, elc. 
Organised dairies also exist at such centres. They cater for the requirements of the 
people living in Western style and supply milk and butter. The gwalas who live upon 
the sale of milk are doing well and so do organised dairies, supplying milk and butter. 
The other form is seen in rural tracts where the cultivator keeps one or two bufTalcH's 
and sells ghi. Ckt-making is not paying and is pursued qply for the sake of the separated 
■curd (matha) which supplies animal fats to the cultivator and his family and is oft<?n 
used in place of vegetables and dal. 

Gur-making is a common rural industry and pays only in a favourable season. 
Cotton-ginning by hand is very little practisetl : ginning is mostly done in factories. 
The factories have overgrown the demand and arc living by combines in the area of their 
oj)eration8 by which a few work and the rest remain idle sharing in th<3 profits and loasi^s 
alike. 

Sericulture is not practised in the province. 

Tanning is followed by village Chamars and as there is nothing to lose brings 
them an income which is alw’ays welcomed. 

Both big sugar mills and small scale refineries exist in the province. Small 
scale refineries are only paying as the overhead charges arc very small. 

Poultry farming is followed by Musalmans or by Hindus of low caste and is flaying. 

Tobacco is grown where agricultural conditions are found to be favourable. 

Fniits, vegeUbles and flowers arc grown in every town and arc paying. 

Dissemination of knowledge of scientific methods of work and an organisation for 
sale will improve the condition of the industries menti(»ned above. At prtrsent their sale 
is only restricted to the locality of growth. It has been suggested by the fruit growers 
of the hills that a refrigerating car should be run by Ibo railways for the transport (>( 
fruits to all important towns of India and that basket-making for packing should be 
encouraged . 

Sericulture should be practised where climatic conditions are not unfavourable. 
Amongst other subsidiary industries, I would suggest bee*f Arming, knitting for the hills, 
toy -making, fat-making, weaving for themselves and their families, carpet weaving and 
lacquering. Ijooking to the work done by domestic servants in towns in spare momenta 
one would think that almost every cottage work can be introduced as a subsidiary industry 
— th^ are embroiderers, metal workers, leather workers and so on. 


(For oral evideno^j see pages 374-r--382). 
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StaUweni showing the eyatem of work %n the various industries of ^ 

different districts. 


District. 

Name of iodostry. 

Karkhana 

system. 

System of 
piece-work 
wages. 

On owner’s 
own 
account. 

Maioputi .. 

Block glass and bangle-making . . 

Yea 



Chewing tobaooo making 

Yes 


Yea 


Woyd-work 

•• 

•• 

Yes 

Etoh 

Saltpetre.. 

Yes 




Block glass 

Yes 

, , 

, , 


Hardware.. 

. . 

, . 

Yes 


Cotton 

Yea 

• • 

Yes 


Hope-making 

. . 

, . 

Yes 


Bead purdahs * 

•• 

•• 

Yes 

Etawah .. 

Horn combs 

.. 

.. 

Yes 


Shoe-making 

. . 


Yes 


Indigo 

Yes 

• • 

• . 


Handloom weaving •. 

, . 

. . 

Yes 


Durries .. •• •• 

. . 

Yes 

Yes 


Cottonginning 

Yes 

• . 

. • 


Do. pressing •• 

Yes 

•• 

•* 

Farrakhabad 

Manufacture of brass and copper 
utensils. 

Yes 

Yes 

Yes 


Shoe making 

. . 

• • 

Yes 


Cutlery and looks 

Yes 

. • 

Yea 


Perfume industry .. 

. . 

Yes 


Distillation of sandal-wood oil .. 

Yes 

, , 

Yes 


Durrie-making 

Yea 

Yes 

Yes 


Tent-making 

Yes 

Yes 

• . 


Calico printing •• 

Yes 

Yes 

. . 


Manufacture of blocks 

• • 

Yes 

. • 


Gfota-making «. 

. . 

Yes 



Newor-maklng 

•• 

Y^es 

•• 

Muttra .. 

Silver toys and brass images 



Yes 


Cloth printing 

•• 

•• 

Yes 

Agra 

Gota weaving and allied indus- 
tries. 

Yes 

Yes 

- 


Brushes .. 

Yes 

• . 

Yes 


Horn combs • . • • 

Yea 

, , 

Yes 


Iron utensils 

. • 

Yes 



Boots and shoes 

Yes 

. . 

Yes. 


Dayalbag industries • . 

Yes 

. . 

• • 


Pottery 

. • 

• • 

Yes 


Fire-works 

Yes 

. • 

Yes 


Soap 

• . 

. . 

Yes 


Clay toys . . 

• . 

. . 

Yes 


Kites and manjha •• *« 

• . 

• . 

Yes 


Crushing of oil seeds.. 

Yes 

. . 

Yes 


Glaied pottery 

• ■ 

. . 

Yes 


Alabaster articles 

, , 

Yes 

Yes 


Stone inlaying 

. . 

Yes 

♦ • 


Cotton ginning 

Yes 

«. 

Yes 

iu. 

IK), pressing 

Yes 

• • 

• • 
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Statewsut showing the systetn of work in ths v^irious industry o/ 
different diatriets — (continued). 


District. 

Name of industry. 

Karkhana 

system. 

System of 
piece-work 
wages. 

On owner's 
own 

account. 


Cottou>pinniDg 



Yes 


Yes 


Do. weaving 

. . 


, . 


Yea 


Carpet weaving 

•• 


Yes 

Yes 

Yes 

Aligarh 

ludigo 

• . 


Yes 




Felt caps . . 



Yes 




Brass utensils 



Yes 


Yob 


Locks 



Yes 

Yes 



Cloth weaving 



. 

Yes 

Yes 


Durrie weaving 




Yes 

Yes 

Jhansi 

Shoc-makin:^ 



Yes 


Yes 

- 

Cotton weaving 



• • 

.. 

Yea 

Banda 

Artistic stono work 





Yes 


Sboe>making 




;; 

Y’ea 


Cotton weaving 



Yes 

• • 

Yoh 

Hamirpur .. 

Silver and gold hshos and 

brass 





idols and to}B 

. . 




Yes 


Tanning and sboe-making 


, , 


Yes* 


Oil pressing 

. . 




\es 


Cotton ginning 

. . 


Yes 


Yes 


Do. yarn 

•• 


•• 

• • 

Ves 

J^alann 

Shoe-making 

, , 




Yes 


Cottonginniiig 

• • 


YeB 


Yew 


Handlooin weaving 



• • 

• ♦ 

Yes 

Cawnpore . . 

Metal utensils 

, . 



Yes 



Boots and shoes 



Yes 


Yea 


Saddlery and harness 


Yes 




Glue manufacture 

, . 



* ’ 

Yes 


Khajur mattings 

. . 




Yes 


Gila 

, . 


Yes 


Yes 


Textiles 

. , 


Yes 


Yes 


Tents 

, , 


Yes 


, . 


Manufacture of woollen articles.. 

Yes 

• • 

-* 

Allahabad f .. 

Zardo^i 




Yes 



SDia hats . . 



. . 

• -a 

Tea 


Shoe-making 

m • 


Yes 

• • 

Yes 


Cane furniture 





Yes 


Lac hankies .. 





Yes 


“ Tor ” fan-^ 





\ es 


Comb-making 

m • 


•• 

Yes 


Fatehpiir • • 

Whip-making industry 


a • 

# • 



Weaving. . 

. . 


• • 

• m 



Boots and shoes 

.. 

• • 

• • 

1 

0 0 


Pilibhit 

Hardware .. 



Yes i 

• 0 



Lao churit 

, . 

• • 

• • 

• • 



Oil 

. . 

• • 

Ye\ 




Wooden combs 

• • 

• • 

a • 

• • 

Hm 
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Statemtnt showirtf/ the system of work in the various industries of 
di fteren t distr icts — (con ti n ued) . 


District. 

Kaine of industry. 

Karkhona 

system, 

System of 
piece-work 
wages. 

Budaun 

£r^ari manufacture .. 

Yes 



Fajner-mache 

. . 

, , 


Button-making 

, . 

, . 


Cotton ginning 

Yes 

. . 


Do. spinning 

-Y es 

. . 


Do. weaving 

Blanket-weaving 

.. 

. . 

Bareilly 

Furniture.. ... 

Y'c-b 

.. 

Wire and tinsel 

Y'es 

Y'es 

Bijnor 

Block glass 

Yes 

.. 

Hardware uteneils of brass 

Yes 

Yes 


Ditto iron 

Y'es 

Yes 


Shoe-making 

•• 

•• 


Dyeing and printing .. 


^ , 


Cotton ginning 

.. 

• . 


Do. spinning 

. . 

• . 


Brush-making 

Yes 

• . 

« 

Blanket-making 

Wood carving 

• ’ 

;; 


Handloom weaving .. 

Yes 

•• 

Moradabad .. 

Durrie weaving 

Embroidered caps .. 

Yes 

Y'es 


DaZ-splitting 

Yes 

• . 


Blown g^asB 

Y'es 

• * 


Horn combs 

. . 

Yes 


Brasawaro and nickel plating .. 

Y^es 

Y^es 


Crate-making 

•• 

• ■ 

Shahjahaiipur 

Painting work of Tilhar 
Brasswaco., 

Leather 

Distillation of country spirit .. 

Yes 

Yes 

Y'es 


Carpet-making 

Silk weaving 

Yes 

Yos 

Dehra Cun.. 

Limestone 

Y'ps 

(quarries are 
worked by 
contra 3 tors 
through 
hired 
labour.) 



Bice* husking 

Yes 

Bulandabahr 

Shoe-making 




Pottery (Khurja) 

Calico-printing (Jahangiiabad). . 

• • 

Yes 



Cotten-ginning 

Hand-weaving 


• • 


On owner’s 
own 

account. 


Yea 

Yea 

Yes 

Yes 

Yes 

Y'es 


Yes 


Yes 

Yes 

Yes 

Yes 

Yea 

Yes 

Yes 

Y'es 

Y'es 

Y'es 

Yes 

Yes 

Yes 

Y’es 

Yea 

Yes 

Yk 


Yes 

Y'es 

Yes 

Yes 

Yes 
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Statement 8ho^(nng the system of work in the various industries of 
fix (} ereu t dxat rids — ( c on t i nii od) . 


District. 

Name oi industry. 

Karkhana 

system. 

System of 
piece-work 
wag»s. 

On owner^B 
own 

aooount. 

Meerut 

Embroidery 

Hardware — 

Yes 


Y'es 


SoisBora, iron uienstls. huqqa 
kaH$, looks. 

Yes 


Yes 


Leather buttons 

Yes 


, , 


Cricket and hookey bAli.i 

Yes 


. . 


Soap 

Yes 


Y'ea 

Mazaffarnagar 

Brass and oopper utcusila 

Shoos and saddlery .. 



Yos 



Yes 


Blanket weaving 



Yes 


Spinning .. 

•• 


Yes 

Saharanpur. . 

Sola hats . . 



Yog 

^Vood-carvin j; .. ,, 

Yes 


Yes 


Combs •• 

Yos 


Yes 


Glass ban (lea 

Vea 

Yea 

•• 

Benares 

Gold and silver wares making 



Yes 


Brasswaras 


Yes 

• • 


weaving 

• . 

> es 

. . 


Goldthread 

Yes 


Yes 


Sari and (2 t4jpa^ta weaving 

I Ye. 



Silk- weaving 

Ves 


^ es 


Brocades .. 

Yos 


• • 


Sjlphuric acid 

Yes 


• • 


i'rinting .. 

Yes 


• * 

Jaunpur .. 

Soap 

Ych 


• . 


Cutlery .. ,, 

Ves 


. . 


Perfumery 

Vos 


•• 

Mirzapur . . 

Carpets .. .. . 

• « 

Y cs 

Yes 

(System of 
approntice- 
«bip exists)* 

Ghazipur .. 

Brass .. .. 

Ygh 

• . 

, . 

Manufacture of iajji . . 

. . 

. . 

Yes 


Ditto saltpetre 

Ves 

. . 

Y« 


Tin-smithy 

. . 

• . 


Shoe-making 

Yes 

. . 

Yes 


Sinokiiig-tobacco 


• . 

Yes 


Opium 

Yes 

• • 

Yes 


Oil industry 

Yes 

• . 


Perfumery 

Yes 

•• 

. . 

Ballia 

I ron gagras 


, * 

Yes 


Perfumery 

V'os 

Yes 

•• 

Basti 

■*Hardwa/L^i 


• • 

Yes 


Handloom-weaving . . 

, , 

« • 

Yes 


Calico-printing 

« . 

Yes 

Yes 


Toi-making 

• * 

'e • 

Yes 
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Statement showing the eyetem of work in the various industries of 
dif event distriots — (continued). 


District. 

• 

Name oi industry 

Karkhana 

system 

System of 
piece-work 

On owner's 
own 


wages. 

account. 

Gorakhpur.. 

Indigo 

Yes 



Brasswaie 

\es 

Yea 

. . 


Cotton-weaving 

Yes 


Yes 

Asamgarh . . 

Cotton*weaving 

, . 

. . 

Y'es 

Nizamabad pottery .. 


, , 

Yes 


Handloom manufacture 


•• 

Yes 

Iiuoknow . . 

Chikan embroidery •• 



Yea 


Go^a-making 

Yes 

, , 

Yes 


Metal utensil-making 

Yes 

. , 



Silverware 

Hosiery... 

Yes 


Yes 


Gold and silver wire industry . . 

Yes 

Yes 

. . 


Kamdani .. 

Yes 

# 

Yes 


Ivory work 

Yes 


• . 


Zaraosi .. 

Yos 

Yes 

, . 


Bidar work 

Yea 

• • 

, . 


Horn combs 


• • 

Yea 


Badla^ $alma and si^ara-making 

Yea 

• e 

, . 


Boots and shoe-making 

Yes 

Yes 

Yes 


Calico-printing 

Yes 


, . 

Uuao 

Tobacco . . 



Yes 


Metal utensils 


Yes 

Yea 


Oil 


•• 

Y^es 

Eae Bareli . . 

Crude glass phials .. 



Yes 


Utensils of 



Yes 


Boots and shoes 



Yes 

Sitapur 

Lao bangles 



Yes 

Tasia-making 


Yes 

Yfs 

Hardoi 

Tobacco making 


Yes 



Weaving .. 



Yes 


Woollen blanket-weaving 



Yes 


Locks and jpa^i boxes.. 



Yes 


Domestic utensil 



• Yea 

Rhexi 

Hardware.. ,• 



.. 


Domestic utensils 


I 

Yes 


Making of moulds for utensils . . 

Yes 


*• 

Almora 

Wool-spinning and weaving 

Tea industry 



Yes 

Yes 

Garhwal . . 

Copper utensils 



Yes 


Wool spinning and blanket- 



Yes 


weavin'. 

Gold-refining 



Yes 

l^aini Tal .. 

Shoe-making 



Yes 


Basket-making 



Yes 


Cotton spinning .. 



Yes 


Blanket weaving 



Yes 
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SiateTnent showing the system of work tn the various indvslrUs of 
different rft8<rifta— -(concluded ). 


District. 

Name of indoatrj. 

Karkhana 

system. 

System of 
piece- work 
wages. 

On owQor*i 
own 

account. 

Fviab»d .. 

Sugar- refiuing •• •• 

Yee 




Tanda jamdani and doria, eio. •• 

4 , 

Yes 

Yes 


Steel trunk 

, . 


Yes 


Domestic utensils making 

•• 

Yes 

Yes 

Gon(ia 

Sword-sticks and knives 

• • 

Yes 

Yea 


Printing of cloth 

• • 

Yes 

a * 


Sandal- wood oil 

Yea 

• • 

• « 

Bahraich .. 

Rice-hulling 

Yes 




Dal kibbling 

Yes 


Y>s 


Kaskut manufacture. . 

, , 

Yes 

Yes 


Oil-pressing 

Yea 

^ 4 

Yes 


Namda-mfikin>j: 

e • 

* * 

Yes 

Fiara Banki 

Leather .. 

1 

1 


Yes 


Cotton pile carpets . . 

» * 


Yes 


Dai splitting 

• « 1 

Yob 

4 4 


Phul and brass uteusila •. 


* * 

Yes 


Durrie-weaving 



Yes 


Timber-sawing 

•• 

Yes 

• • 4 

Pnltanpur , , 

Brass and phul utonsilH 

Yes 

Yes 

• • 


Indigo 

Yoi 

4 4 

. • • 


Glue-making 

, , 


Yes 


Woollen blanket-making 

Yes 

.. 

Yee 

Partabgarh 

Bangle-making 



Yes 


Handloom-weaving .. 



Yes 


Blanket- weaving 



Yes 


Block-printing 



Yes 


Bell motal utensils . . 

• • 

• • 

Yes 
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ORAL EYIDEHCE. 

Lncknow : January 25, 1930. 


Present : 


Mb, E. a. H. Blunt, o.i.b., i.c.s., m.l.o. 

Be Radhakamal Muehejbb, m.a., ph.D.... 

Mb. Mohan Lal Sah, m.a., ll.b. 

Rai Bahadub Babd Mohan Lal, m.a., ll.b. m.l.c. 

Rai Bahadub Pandit G. S. Upadhya, b.a. 

Dr. L. C. Jain, m.a., ll.b., ph.D. 

(Witiiess : Pandit Champa Ram Mibra, b.a., Deputy Director of Industries, United 

Provinces.) 


Dr. Hadhahamal Mukerjee : In paragraph 2 of your reply to Part H of the question- 
naire you have discussed the reasons 'why the karkhana system prevails in some industries 
and you went on stating that it is mainly due to the fact that all workmen do not know 
all the processes required for the manufacture of the articles. Are there other reasons? 
Do you find the karkhanas superseding the cottage industries? — I do not say anywhere 
that the karkhanas are superseding individual workers. But I have given other reasons, 
one of which is that a karkhanadar has a better status than an individual worker. 

What are the special reasons for which artisans are not working independently 
their own account? 

The Chairman: Do you mean to say that, as a matter of fact, people who were 
working in the past independently are now working in karkhanas? — I say no. 

Dr. Radhakamal Mukerjee ; You know that for some industries we have now more 
karkhanas than before? — I have never said that. If you just name any one industry I 
could tell you the real position. 

You have stated, I believe, that the karkhanas where they existed have not dimi- 
nished in number at all? — ^No, I have not said so. 

1 have ascertained that brasswaro karkhanas in Benares and chikan and zardozi 
karkhanas in Lucknow have declined, and you have also said so in your note? — Yes, only in 
one case of chikan work in Lucknow it has been reported that karkhanas are now declin- 
ing. But that is due to a change in tastes of people, that they are not now buying so much 
chikan articles as they used to do before. Because the demand for those goods has fallen 
there are fewer karkhanas now. 

You have stated that cottage industries may be organised on co-operative lines, 
and you have also stated that it is very difficult to organise artisans working in karkhanas 
on co-operative lines? — It will be very difficult to organise co-operative societies for 
workers in karkhanas, but if you take karkhanadars also under the co-operative society it 
may be possible to organise a society. 

JJuppose we take the workers who now work independently at their homes in 
cottages. I would like to have your opinion as to how you would ouganise them on 
co-operative lines. Do you mean that this society will supply them raw materials and 
implements? Yes, and there should be a society to arrange for the sale of their finished 
articles also. ^ 

^ society might do for both the things?— No. I think 

there should be separate societies for purchase of raw materials and for s^le of finished 
|»roducts. 
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Then you will have different societies? — ^Because the SfiJe ol finished products ntnrd 
not be confined to one society only. For instance, take the case of tiu> emporium. It 
receives finished products from all over the province. 

Then vou will confine the work of a co-operative society to the supply of raw 
materials and improved implements? — Yes. 

What about the sale? — That can also be taken up by a society. 

You propose to have sale societies in different districts?— Yes, 9 ,g,, they could bo 
branches of the emporium. 

You have direct experience of the work of the emporium. What do you think o( 
ita future? Do you think it can be worked as efficiently as the Home Industries 
Institutes in Mysore and Bengal?— I have no experience of those in Mysore and Bengal, 
but if the emporium is fed from districts there could be no objection to it provided there are 
good workers in the districts. 

What are the present difficulties of the cmpivrium? Does it deal with artisans 
directly or through karkhanadars ? — It deals with ariisans also, but mostly \viU» karkJiaua^ 
dars as w^ell as with dealers, — I mean exj»orters. 

To be brief, will you tell me what is your scheme for the ro-tuganisaf ion of the 
emporium? — The whole matter was lately before the Gh>vernmcnt, and I do nt‘t 111 ink 
I need speak on it at the moment. Those papers are available. 

The Chairman : Certainly I would not ask you to say anything which is wuifHlential, 
but there would be little wliicb you could not tell this committt'c? — There is nulbiiig 
confiden^al which I cannot diticloso to the chairman or this Committee. 

Dr Radhakamal Mukerjee : Is this enifiorium now purely a government institution? — 

Yes. 

How would you like to run it so that it may do its work tlTuiently ? — It. j^hould 
work on Inisiness lines, and, if it is properly w'orked, it ought to Huret'e<l. It is already 
in a much better position than it used to he in the past. A manager, with husineHS 
experience, has been appointed and the emporium is doing better ncov, 

Y’ou suggest that tliere should he a central organisation ? — Yes, there should bo a 
central organisation, and all the sale branches in districts may he affiliated to it. 

Wiiat line of reorganisation for the independent workers do you suggest?- The/O 
should l>e an agency for selling their finished products and H(»me agency for the supply of 
r^v; materials at cheaper rates. Their difficulty is that they have to go to (lonIirH and 
pa*' interest on their raw material purchased on credit, and at llio same lime, no; bring 
al ‘.^ to sell their articles in the markets, they have to sell tliom to the dealers at lower 
prices. * 

In this province, as well as in other provinces, there arc co-operaiivi Ho<-u.'tu*H if 
weavers, metal workers, and so on, which supply them with raw materials and collect 
from them finished pnjducts. Do you think that a co-operative Rooiety should aim at 
both? — This is just w’bat the Gel Brass Workers* Society does. 11 .^iipplioti raw maleriala 
to workers and also helps in the disjKisal of their fmisned articlos. 

You think that in the villages it wdll be better to combine both tljc-e functions in 
tbe same society? — Because separate societies may be expend ve. 

In your note you have referred to sweated labour. You have referred there to hmg 
hours of work, but have not touched the question of low- w»ages at all, and you havt ^rfited 
that you have not come across any cases of sweated labour? — Tliat is my ofunion. T 
do not think there are any casts of sweated labour. No doubt, I found people wo rking ^ r 
long hours, but that is their voluntary work. 

What about chikan and gota workers in Lucknow? — These people work nt their 
homes whenever they find leisure. No doubt, they work till late hours, but the actual 
time devoted to the work is not much. It is not a case of sweated labour. 

Suppose a woman to live solely upon her wage. Don't you think her tandard 

of living and wages are very low? ^The wages are low, but there is no help for it. 

Even with these low wages the products cannot be sold. In sweated labour I would 
include cases where 8omct>ody is forced to work for long hours at a very small wage. 
Here the condition is different. He likes to work for long hours voluntarily, e.f/., T found 
domestic servants working till late in tlfc night to earn an extra amount. BccAdse 
there is not much demand for his articles tbe wage is low. 
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We have often found that a woiiian earns one or two annas per diem. Do you 
think that she does not work all the time? — ^When I conducted the survey of the provinoe 
I went to I'arriikliabad and found that the gota workers (Muhammadan ladies) were 
working very long hours and still they were earning only an anna or two a day. I then 
made inquiries and cauie to know that they were domestic workers and worked on 

gota only when tliey had leisure. 

That may he so in their ease, but there may be others who would have to 

live solely on this earning? (No reply.) 

Have you any experience of Aligarh industries? — T have surveyed the whole province. 

Among iho er>itage workers there is some organisation, and karklianadars are also 
there. Some work at their homes and others in karkhanas? — The karkhanadar is more 
or less the [ujrson who assembles them. 

The (htiinnnn : “Sweated labour*’ is a relative term. From my {xunt of view I 
am a “Hweated labourer. ’’ 1 have to work long hours and I do not think I get sufficient 

pay, hut otlu'rs would not agree with me about myself, wdiich show.s that it is after 

all a relative term. It wdli not be a case of “sweated labour” if a person works for long 
houi’s for an adequate wage, but only wffien he w^orks for long hours for an 

inadef^uate woigo. Tlie.se people in Lucknow' do subsidiary occupation and get their 

earnings increased by that. They are not dependent entirely on that subsidiary 

occupation. Taking “sweated labour” from that point of view do yon still think that 

there are no sueh eases at all? — I do not think there is any. I also think that the ex- 
pression “sw'cated labour” conveys some idea of compulsion, ^but in these cases T find no 

compulsion and therefore I do not say that there is any “sweated labour.” 

It is only additional labour clone voluntarily? — Mostly. 

Dr. Radhakamal Mukerjee ; The compulsion may he indirect. The woman may 
be compelled to work very late in the night on account of economic reasons. 

The Chairman : Witness says that woiuen work in the family. That does not mean 
that tiioro is compulsion, economic or otherwise. 

Dr, RadJtakamal Mukerjee : But in economics \vc call it a case' of “sweated labour.” 
Thoiigl) the karkhanadar may not compel her to keep long liours, social and economic 
circumstance's may be sucli that long hours of work are required. 

Tho Chairman : That is econfimic compulsion, hut he says tliat he knows of no such 

eases. 

The Witness : I would call it compulsion if people were living up to a certain 
atandai’d and earning less, hut if these people are working foi' long hours, and spending 
their inoi;jey ini providently, you cannot say that compulsion is pul upon tliem. This is 
not even economic compulsion. 

Dr. Hodhakamat Mukcrjci : T have seen chikan workers in Lucknow They are 
very liard uj>. 

The Witness : Here (be conditioms are quite different. They have to keep long 
liours because there has been a fall in the demand for their goods. But in Moradabad 
I inquired wJiy peojile were working for long hours and I found that people squandered 
in drinking and gambling wlial they earned. Ordinarily tliey had not to work for eight 
or ten hours. Tliis is not a ease of any economic pressure. 

The Chairman : 1 agree on that point. Now' I come to another question, the 
question of sale dep6ts. For how long have you been connected wdth this emporium? — 
I came to this department in 1921. 

Just when I left. In tlie old days the emporium was a part of the Arts and Crafts 
School, which had a large reputation all over the world, but the trouble always wa.s 
that when people ordered a particular thing or of a particular design it was impossible to 
get'^the workman to work to that design — {The Witness) Nor in the time stipulated. 

Probably that does not suit the business here. I suppose this is the defect of tlie 
climate? 

Mr. Sah : I think this is due to their habit. 

The Chairman : That also is a matter of climate. Climate makes habit. 

The Witness : There i.s another reason, viz., want of education and want of proper 
training. 
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The Chairman '. That is trm*; I was oouiiiig lo that. That, of cowmo, is a very 
serious matter. The chief tiling wanted is this. You have been talking aUmt co-operation 
at the bottom, but you should have some sort of force over your workmen to annpel them 
to work. There sliouid be co-operation at the top to counteract tluur weaknesses and 
there should bo business agencies to market their gotxls? — Yes, there should be a central 
agency, , 

Do you mean that they sliould be linked together, or that the central agency and 
selling agencies should be different from the co-operative soeioties at the l>ottoiu? They 
cannot produce a market. 

Mr. Sah : We have ahvuvs botm ft^eling that the chief defect is of marketing. 

Dr. Radhahamaf Mukerjee : The co-oporative swieiies might send their producU 

to the central emjxirium. • 

The Chairman : Yes. It is a business concern and not merely a co-operative scK'iety. 

The iVifness : The central organisation must he linked u|) witli tlic co-oporative 
societies. The co-operative sticiety should be at I lie hot tom and the central cmtxiriuni 
at the top, 

Mr. Sail : You say tlial for mit* particular industry wtirkers of every sort are 
required. Do you mean to say that in organising such an industry all sorts of w-orkera 
required should he iiiad«^' uionihers of tin society or uorkers ut ruiubmi will l>e willing 
to ]o;n the society — That would not do. btTausc the finished prialuct could not bo 

brougiit to the market unless all the prtKCs.scs have been gone iiih>. 

Then you mean to say that all the workers should be made meinheis? 

Rai IhihadHr Pandit 0. S. Ujaidhifa : There are suh societieH in other count vicH. Ouo 
jsub-six’iety has lueinhers of one calling ; another Bub-Boeiety l\as nionibers doing another 
kind of work ; so uruh r oiu* director or karkhana there art' so many suh groiqis, and 
ultimately they all comhine. 

The Chairman : This is a inaiter of detailed organisation, l^o far ns larkhannt} arc 
concerned the condilions of hiliour in lfennrc.s arc tfiat if n worker had laken malerial 
from his dealer and not carried out hia promise of delivering gfMxls he could he [iroae* 
cuted. I have had half a dozen fiiuh cases every day when J whs m Ileimrcs. 

The Witness : Yes. Tliis uhccI to be under the Worknun’s ftreach of Contract Act, 

The Chairman : Docs that condition of affairs fitill exist? — Wlmt liappenH ih thia. 

These karkhanndar.s' lake lionds of large sums from workers stipulating the payment of a 
very heavy rate of interest, but in practice intercHt is never paid If he goes on ful- 
filling his promise and delivering his gofKls in time that interest is not paid, but. if the 
man breaks his firomi.se, llie man is liable to be sued in court and the iutercBt is liable 
to bo recovered. 

Dr. liahdakinnihl Mnkeijec : Are there any written 'igrceinenls of this kind? — Yes, 

In Benarcfi? — I know' of Moradabad, but I think there arc such agrecmcnfa in 
Benares also. 

Mr. Sail ; The legal fiosilion i.s this. He makes a promiMC, and if that- promise 
is fulfilled, the intercBt will be remitted. If he fails to kecf) u]> llie promise, he wull have 
to pay the interest at the rate stipulated. 

The Chairman : The charge there was brought on the ground (d breach of contract 
and the man had to l>e punished. 

Dr. Radhakamaf Mukerjee : In Lucknow' T have not come across any cases where 
interest is demanded by she karkhanadars . Probably tbrs is due to the fact that they work 
in their karkhanart and do not go elaewhere. 

The Witness : It is stipulated in WTitten deeds. I have seen such deeds niyaelf 
in connexion with the brass industry at Moradabad. 

Dr. Radhaknmal '’Cikerjee : Wliat alxiut Lucknow? — ^^I do not know anything defiojte 
about its present conditio*.**. 

In most eases the artisans are brought to work in the lionses of the karkhmadarSt 
BO they are quite sure about the return of their money. — (Wiinee^ But if the worker 
runs aw'ay or absentB himself or goes away to another karkhanadar then ho w’ill be 
liable to sued. 
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The custom is that if a worker goes away to another karkhanadar he pays back the 
money of the original karkhanadar, — (Witness) Yes. 

But I have never seen such agreements. 

The Chairman : Yes, I have seen them. 

The Witness : I saw them in Moradabad. 

Dr, liadhakamal M ulcer j ee : What was the rate of interest? — 21 per cent. 

Written in the agreement? — Yes. 

That is a gexjd lesson for the co-operators. 

Rai Bahadur Pandit 0. S. Upadhya : But the rate of interest is not charged unless 
he is a defaulter. 

Dr, Radhakamal Muharjec : Ijcgally it is an enforceable promise. 

The Witness ; But there is a convention against it, and it is a very well estab- 
lished one. 

The Chairman : When these karkhanadars working on tliis system provide materials 
to the’ workers and purchase his finished products do they give a fair living wage to 
him? — Yes. It is a piece-wage. 

I know'. You can always say that if a man chooses to work he w'ill get his living. 
What about the rale? Is it fair? — 1 did not find it to be very inadequate in most cases. 

Mr, Sah : 1 think it is inadequate. 

The Witness : No, it is not inadequate. The difficulty is that they are very im- 
provident. They do not keep anything for a bad season. 

The Chairman : Yes, wot know that is the main difficulty. 

Dr, Radhakamal Mukerjee ; You have stated that when there is a gemeral depres- 
sion in trade on account of change of taste or competition with foreign products the wages 
of the artisans are cut down and they are reduced to very low conditions of living? — Wages 
are not cut in many cases ; it is only in a few cases. Mostly the dealers have to bear 
the loss and their profits are cut. 

The Chairman : Y^ou mean that the dealers and the artisans both suffer together, 
but the dealers suffer more? — Yes, that is the case. 

Dr. Radhkamal Mukerjee : In any case, it is not improvidence which is the solo 
eause of depression. 

The Chairman : It is, I am afraid, the effect of change of taste in many directions. 
Many of these crafts for that reason are in a bad way. Do you think there is any means 
of reviving them? It is on account of change of taste that sometimes a whole industry 
is lost. A change in the designs of the articles may bring about the revival of the particular 
industry? — Yes. In most of these cases there is still hope if the workers take to changed 
conditions of life and change their designs according to the present requirements. 

For instance, take the chikan work. Some time ago I used to see many people 
wearing those chikan caps in summer. I have not seen them for years now. But the 
same type of embroidery work could be used for other things. — (Witness) Yes, for 
instance, for curtains. If they produce chikan purdahs they will be able to sell tlieni more 
quickly. They should take into consideration the changed conditions of life. 

There is another point. We know they have to consult the laste of their clients 
whom they know' personally. But do they ever attempt to consider the taste of possible 
clients? — I do not think they have any means of ascertaining this. 

There are the sale dcp6ts. I know that when Mr. Nat Heard was here he seenred 
orders from abroad for articles of particular kinds, but the difficulty was that the work- 
men 'never cared to execute the work to the design and did not supply them at the time 
they wanted. — (Witness) For a new design you have to pay a higher wage in the 
beginning, but when they get habituated to that sort of work they will produce it at a 
lower wage. 

Do you think that one of the possible means is the opening of more art schools? — 
More art schools are needed no doubt, and we have opened at least two such schools 
e.eif., at Benares for brass- work and at Nagina for wood- work. But what is needed more is 
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better organisation for sale of finished products, and through it bettor lulvcrtisement and 
i&Jtering down to the co-operative societies. The sales depots can very ^Yell give these ideas 
to them. » 

I think there is a very big market for these things abroad. — Yes. 
The cottage workers can only llourish on artistic gtx>ds. These artistic industries have now 
declined, and I think the province is losing ground in the ctittage industries. 

Mr, Sah : Have you ever found that those workers have also changed their dt'signs 
in order 40 meet the changed emulitionR of taste? — Very few, but yes, c.//., nu aeconnl of 
this change some of them have now taken to prints on hhaddar ; otherwise the changes arc 
very few. Borne little change that has t‘onie abeut, fur instant'e at Moradabad, has be<'n 
through the agency of the emporium and foreign countries. They are (atering nmre for 
outside countries and they have to change their designs according to the demand abroad. 

Do you think that the sales dep6t is the panacea for this evil? — Yes. 

The Chairtnan : There is another |X)int uhi(di came to niy notii'c fpiitc recently whejj 
I went to Calcutta. My wife wanted to bu}' .surcc.v fi»r riir(uin«, but she could not get a 
pair of the sanie colour. You could ge.‘t any number of single ones. — (Witness) 
‘That is the reas('n w'hy 1 have advocated standardiz.-atioii of gmals in some parts, though 
there is bound to bo some difTerenre in hand work. 

There is another [>oint. How fur (h>c» tlie caste rule the meiluijls uf the work 
men? — I do not think there is any effect of (he caste system on industrii's except that people 
of one caste carry on the Tnanufacturc of one kind of arti< l<x. 

I know one cai-e in which JimUiIws used to outcast if any of th in UKcd aniline dyes. — 
Yes, when I went to Moradnbad I found ilmi if any Muhannnad.an gave 
lessons in the making of artistic braaawares to a Hindu he was outcasted, P»ut at lh<* same 
time ft school has been started and a Mubanvmadan instructor is giving instructions to 
Hindu etudonts. Bo the barrier even whore it exisls is slowly and steadily declining. 

Ts it a good thing or a bad thing? — Tt is a very good thing. 

Because you arc knocking down caste barriers? — As well as prrxlucing more workers. 

Dr. Radhakamal Mukerjee : Docs not caste present an envinunuent in the home 
as w’cll as in the particular indu.stry which is useful for the perpetuation of hereditary 
skill? — On the one side (his is usefui but on (he other side it, it*ad» to loss of orginality 
and improvement. You know fasliions are now changing every day and only original 
de.sigM9 can sell. 

The Chairman : Wliat about* tliese calico prints? Tt scoms they belong only to one 
caste, Badh. — But now there is a Goyernment school of printing which is sending out 
printers in numbers. 

Is it a big caste, or m/‘rcly a sect? 

Rai Bahadur Pandit 0, S. Vpadhifa : Tlu rt: are a number of them in Mirzajiur and 
Farrukbabad. But they have their own peculiar custoins. 

The Chairman : They are, as a matter of fact, a Bcci? — Their mfUio|xdy has been 
attacked now. They have got a very gcxal trade outside India, but in India others are also 
taking up the busines.s. It will take some time before we can completely oust them. 

Do you know- anything about the agricultural industries ns opjsmcd to tlie art 
wares? Some of these are very much in the hands of a particular caste, for instance, 
bangle<making. — It is very much concentraifKl in Firozabiul. But (bore tix) all castes aro 
now taking to this bu.sinr.ts. When I went (here T found a Ktirrni as manager of ft 
big factory. 

Dr, Radhakamal Muherjee : But what about the artisanH in their homes? — Mostly 
they work under karkhanadars. 

This seems to be a new development.. 

The Chairman : What are these horn combs in Etawah ? — These are kanghis. 

Dr. Radhakamai Muu jee : Yon also refer to bead purdahn of Etah? — It is a very 
ftmall industry. There are only four or five workers of one sect. They colour wheat 
Btalkg and use them with beads. This (pdfnting to a list) is a complete list taken out 
from the survey reports of the w^hole province. 

The Chairman: What about the perfume industry in Kanauj? T think somewhere 
A suggestion was made whether it would be possible to extend this industry .—Yes. 
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A sTiggefition wsh ma/le that students should be sent to Europe to learn the making 
of perfumery thfire. — 1 think the cause of decline is that people have taken to using 
European base for their scents. This is the chief cause of their decline a» they cannot 
compete with Jluropran scents. 

Mr. Sail : Wiiy have they taken to uftc the European Bcents? Tlicy are quite 
diffenmt from these Indian scents. — Y c^h, that is so, .still they have begun to use foreign 
scents. They use now blend oil instead of jmre sandal oil. The scent is not so lasting, 
and liow porjple have given uj) using these scents. 

The Chairman : A number fd these oecupat ions are purely caste occupations. A 
jHrfornicr is, I think, called a tjnndhi'? — But now you will find oven Brahmins in the 
industry. 

Mr. Soh : In tliis province tlic perfumery business is not confined to that parti* 
cnlar class? — No. 

Dr. lladhnkamal Mukerjee : (‘an you give us a general idea as to the parti- 
cular wavs in wdiicfi cultivators ulilisc* their time in idh* months in subsidiary Oixupa- 
tions? — This is not a list of sulisidiary occupations, but it is a list of industries which are 
carried on in thcHC provinces. 

What we would like to know is whether there is utilisation of idle hours in less 
strenuous agricultural seasons in subsidiary industries. — ( U'i>nc.<.,s ) I do not know 
of such industries, except that there is only a little weaving of blankets, etc. Many cf 
ihese industries arc not earried on to any appreciable extent in the villagt' during leisure 
hours. 

The Chairman : I agree. 

Dr. HacUiakamal Muherjee : AVhat about rope-making and basket work? — Basket 
work is for their own purposes and not for sale. Rope-making and ))asket making is carried 
on only to some extent, and not to any very apprcK'iahIr extent, and you will find it 
everywhere. 

The Chairman : Then, again, it k largely a caste business? — Yes, so far as basket- 
making is eon(‘erned. 

Dr, lladhakamal Miikerjee : Are they not .suh.sidinry industries? — You cannot call 
them subsidiary industries. 

The Chairman : Yes, tliut is so. It is, us a matter of fact, a complementary industry. 
— {Wiiness) Wliat I mean by subsidiary industries is that when the agricultural 

portion ends, then the industrial portion begins. 

The Chairman : Ye.s, like a Chamar who makes shoes after agrieultural work is 
o\'er. We have in tlie list poiiltry farining. Have you any views on tlie siibjeot? — 

Mr. Binha has studied the question, and he will be of bel|> in tlie matter. 

Dr. Radhakamal Maker jee : What about bee-farming? — iVople keep liives chiefly iii 
the liills. 

Mr. Salt ; Is it not done in tlui jdains? I want pcoi»le to take to this businesa 

here. — in the plains 1 do not know of anybody who has trit-d »l on business lines. 

The Chairman : This is also a matter of climate. As soon as bees find that it 
lias becomo warm they transfer their hives to other places, but there is no doubt if it 
is taken up the business ought to prove profitable. — (Witness) Bee-farming is very little 
practised in the plains. 

Dr. Radhakamal ^fnkerjfe : Is it not possible to introduce it here? — IVs, it 
should 1 ) 0 . 

The Chairman : Poultry- farming cau command a good foreign market. So far 
we have not been able to meet the demand; but, as you say, it is open to low-caata 
Hindus and Muhammadans to take up this business. 

Dr. Radhakamal Mukerjee : Did you make a survey of industries whicli have de- 
clined in recent years? You stated that artisans were taking to agriculture. Was any 
survey conducted by your department? — ^No. But I have 28 years’ service and, as a 
revenue officer, I have been in villages a»i I have experience of that. 

I know, but are »>ny figures available? — ^No figures are available. For subsidiary 
industries in the plains I think you should begin -with making toys. Once I read about 
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AiMfica that before the War several cn»rea worth i>f toys were takeu from Geriuan) , 
and now toys are ^oing from tla're to Germany itself. We have no ustional toys hero 
in India. Very often you w’lll see German soldiers in uniform and Japanese toys, but 
there are few Indian toys. 

The Chairman : But you have got very gcKKi toys in Benares'? — Not ^ery g<:»oti, 
but still they are there. 

But if they arc iniproveti and belter cohjurul they will sell?— Yes. Nb doubt 
these things are Indian, but at the same time they are not well executoil, Vuu will 
hnd gcxid toys with hands tcK> long or legs tiX) short. 

* Dr. Hadha Kamal Mukerjee : Do you think that toy- making might bo intnxluced 
as a subsidiary industry for iho peasants? — Yes. If toys of artistic t]iuililie.s are made 
here you would stop iiuiMurting them from outside countries. A village boy may be sntished 
even with Benares toys, though our b(»yH may not be saiisficHl with tiiat kind of toy. 

Hai Bahadur Pandit (i, S. Upadhya ; About the sn’o dei>6t in Lucknow our ex- 
perience of late has been that the co-operative societies Hint a niiinber of things to the 
depdt but they were not sold out and the members liove suffered to some extent, — 
(IVifnrA’^) The sales in India liavc deeliiuni of late. The emi>orium had elostnl the 
sales in order to take HU.K‘k and to re organise its working on a new hasis. That might be 
a reason for that, hut without imjuiry it is difficult to say what was the reason for delay 
in sales. 

The Chairman : D(» you think the cmjxjnum has been able to (reaio any market 
in foreign countries for our goods? — Yes. 

fiat Bahadur Pandtt G. S. Upadhya : Has any arrangement Un-n made in tlic sale 
dep6t for hall-marking as has been suggested? — I do not know. My fiiiggcHtiim is u general 
one. We have intrmluced the syBicin in one of our stores in Agra in regard to durriex. 
They have to give a ceTtilicatc that the colour is fast and that its texture is of the 
proper (pjality, IN o|)l(; who have to pay for it will have the satisfaction that the arliele 
is of the ijuality for which they have paid. 

The Chairman : In England there is a system of hall-marking only for gold and 
silver. — (ILifnm) That is the case in Bombay as well. 

Hai Bahadur Babu Mohan Lai : 1 know that personally. I braight an iirtu ie in 
Bombay and they gave me a certificate about its genuine (piality, but they chargeil a 
little tee. 

The irifne.s.f : When 1 joined the department sueh a Hchenie was considered, Imfc 
owing to financial stringeney it e<ml(l not he carried out. 

There is another thing wliich I have adv(K’aU*d and whi(*h might inten «t you. 
I have ftiiggested that the system of ;;iviiig Home advance upon the seeurily (d prrsUicts 
should be introduced just as they do in the case of prints at Najibabad and Moradiibad. 
In slack seasons they take prints and advance money to the wetrkers on certain percentage 

basis. 

Mr. Sah : That seems to he a g<^>CKl suggestion. 

Dr. Hadha Kamal Mukerjee : You think that industrial banks may a<lvancc money 
to the artisans on the security of their gofsis? — Yes. they can bring their goods to central 
places. If they are members of the society they will naturally bring them to yf»ij. 

The Chairman : That is a prai'tical suggestion. Do Sadhs ever take advances from 
banks by de|x«iting their goods? — They are tlu mgelvc's rich people, but if that Hystem 
ia introduced it will very much benefit the independent workers. 

Dr. Hadha Kamal Mukerjee : What some banks have bc**n doing is tins. They 
advance cash in the dull season to artisans, and the artisans have; to bring all their 

products to the banks which act as a selling agency. — (Witneee) That will be a case 

worse than that of the karkhanadare. 

It will be a co-opei itive society, and the membership will be confined to the 

artisan class. The bank wiH advance money to the artisans on the security of the 

products and will act as a selling agency that will be something of a trading aaaociation 
like the cmporitiTn you have saggested.< — (WitneeM) I suggested to a joint-stock bank 
to open a branch at Firozabad nrhlke the estimated business is of about 10 lakhs yearly* 

PAimiT Champa Bam Mis&a. 



( 382 ) 

The bank did not open a branch there, because they do not want to advance money 
on the of gcxxig the prices of which flnctuatc very much. Therefore, you want 

Boinething like a co operative bank. 

Woven fabrics w'iil bo given to the bank, and the bank will act more or less as a 
selling agency. — (Witness) I would not make it a condition, but I think if oo-operative 
societies are organised it should come in course of time itself. 

The Chairman : What you really want is rather an industrial bank than a joint- 
stock bank? — Yes, not a joint-stock bank. 

(The Chairman thanked the witness who withdrew). 

\ 
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Mr. SHEO NARAYAN JUNEJA, B.A., A.M.S.T., Principal, 
Government Central Weaving Institute, Benares. 


Replies to the questionnaire. 


I. — AaRlCDLTUR.\L CREDIT AND CREDIT I’ACILITIKS. 

Part G. — Stnall tudustriex allied to agriculture. 

Question 1. — There are some small subsidiary uidustrics alliwl to agrieuUuro such 

as : — 

(а) (.rwr-inaking, whuli is carried on to a considerable extent. 

(б) There are some pUu’es where sugar-retining is done but to a sinutl «*xteni. 

(Cl Vigeiable is produced to a large extent round about HenarcH and there is a 

g(KKl demand for it. 

(d) KruiL growing is carried cui to a sinall t^xtent. 

(«j) Flower growing is carried on to a small extent in the viiinity of Benares 
for use iti the temi>les of Benares. 

Question *2. — The condition of (a), {b) and (c) is gcHxl ; the rest are dtK»lining. Their 
condition may bo improved by taking exf)eit adviee from the Agncuhun* department. 
If iho fanners can produce* l)etler g(K)ds tliev can obtain a hotter iiriee. 

Part II, — Small urban industries. 

Question 1. — Generally the workers make articles with their own moorv and in 
some ca.ses iiMuiey is advanced hy tlie mahajans. 

The artisans either purchase the raw materials and imphinents or they are given tliciit 
bv viahajans the pree of wbuli is dcductisl in small instalmcnlri from tlu* wages of 
the manufactured articles siijiplied by the artisans 

The wares are dis|X)Sed of through maliajans and middlemen or by iheniHelves. 

The middlemen go t<i tlic mahajans or large dealers and settle the sale of the arti- 
cle and when they pay the |)riee the middlemen get the Hhiire for their w<irk. T'lv* large 
dealers either supply the raw materials and irnpleriH*ni3 and [lay the wagt's tlu* artisanH 
for the work done or take the wares from tlie artisans and i>ny the price then and tln-ro 
or by iuBtalments. 

Questiofl *2. — Karkhanas are found in weaving, brahsuare, i-ii- 

The middlemen find out dealers for purchasing the wares from tlie karUUanadars or 
they find out consumers and take them tr> (he karhhanadurs to |)urrhaHi‘ their require- 
ments. 

The karkhanadars engage workers and pay their wages or lake apprenlicea whom 
they began to pay their wages either when they have learnt to make the articles or after 
some period of apprenticeship. 

The artisans often go away to workshops when they get better wages. 

Question 3. — No instance of sweated laljour has emric to notice. 

The home workers who cannot afford to pay ff>r the raw material, if thi^y get 
any pecuniary help from some source, can be protended from exploitation. 

Question 4. — I thinx that co-operative organi.sation can remedy exploitation only 
if the societies are well managed and worked by honest, rompetenf and ext»eri«;nce<l tech- 
nical businessmen — mere laymen, bow'soever highly quahfied they may be, are not 
suitable for this work. 
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Quenlion 5. — I think a co-operativ*- bank utmlcl be better than a joint .Kt*>ek bank 
for improving the present system of financing Binail induKiries. This bank shoisld advance 
loans to the societies, but if the employers of labour could guarantee the repayment of 
the loans to the co-operative scK'ieties, it would materially help the dcvciopmeni and 
fitabiJity of the co-operative societies. 

Queition 0. — Satisfactory marketing of goods is as important as the manufacture .f 
the right type of gfKids. Sale depots in suitable centres would be desirable. These 
Again should he well managed by competent and lionest businessmen and not by luyme.u 

(For (jral evidence see pages 385 — 3tK).) 
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ORAL EVIDENCE . 


Lucknow : January 2S, 1930. 


Present : 

Mr. E. a. H. Blunt, cm.i o.b.k.. i.c.s., m.l.c. 
Dr. Radhakamal Mckkrjek, m.a., rb.D. ... 

Mr. Mohan Dal 8ah, ai.a., ll b. 

Rai Bah.adur Babu Mohan Lal, m.a., ll.b., m.l.c. 
Dr. L. C. Jain, m.a., ix.b., ph.i>. 


Chairman. 
^ Memherff. 
Seeratnry. 


(ir.fRrss ; ^Fr. Shr<» Narayan Junkja. H.A.. A.M.ft.T., Principal, Oocernment Central 
Wear trig [nsttluta, Henares.) 


'I he ( iiainhuH : 1 notice tliiit in your replies to Bart G of the question nai re— -fluiall 
ioduBtrics allied to ajjfriculture — you mention various subsidiary industries, but you do 
not jTiennon weaving I und<Tstaiid that the department has a number of peripatetic 
weaving schools or liad a short time ago? — They had, but not now. I BUppose thore 
are one (tr two parties for printing and dyeing. 

Were the.se schools a failure? They had a good many at one time. — (WitneeM) 
Well, 1 could not tell you, because T have l>een here only for the last two and a half 
years. Since I enrne here there haw been no |>eripsietic Hchrvds so far as weaving ia 
concerned. 

But do you consider that weaving is a possible subsidiary industry for agricuB 
turists? — It is a very imj>ortant industry. 

It id an iiiifK^rtant one, but is it one than can ho left to be carriod out by ordinary 
agriculturists in their own homes? — Ves, because they must have got plenty of spare 
time. Moreover, sometimes the farm has a slack season and sometimes industry has a 
slack season and they could fit into each other. 

But there is a difiiculty wfth the handlooni weaver. This indnatry Is not organised, 
and there is no arrangement for the marketing of goods? — During the Iasi thirty years 
it is estimated that they had an increase of nlKuit 40 per cent, in the pr/>dnction of 
handloom products and about 450 per cent, in the production of mill products in India. 
But why the handloom weaving industry has not bcin able to take full advantage of 
this wonderful deY’elopment in textile industry is that there is no arrangement for mar- 
keting and for organising this industry. 

I suppose that is really (^probaLly) the cause that hhaddar is so expensive, because 
there are no facilities for marketing it, and also I take it it can only bo produc<^d in 
small quantities at a time? — Well, producing small quantitiea is rather economical 
because it eliminates all the expenses that are incurred in big factories. Khaddar is not 
cheap, because it is not produced on economical methods. Tho handloom weaver does not 
get the same quality of yarn as issued by the powerloom weaver who also heavily sizes it, 
and there are no arrangements for selling his goods. If these two things are provided 
I do not see any reason why n handloom weaver should not be able to compete with a 
powerloom weaver. 

What would yor snggest as the best method of marketing handloom products?— 
Well, for marketing I ihiDk there shonld be co-operative societies to start with for 
weavers. These societies should arrange to buy the raw material at reasonable market 
rates. We all know that every year some new co-operative societies come into cmistence 
while others disappear. The reason for their failure so far as I understand is that the 
business side of the question is perhaps not properly tackled. These societies should 
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purchase the raw material and also weaving accessories for the weavers iiiid also their 
machines and improved appliances. All these things must be piirchaned at conipetitive 
rates and supplied to the weaver at rates not higlufr than the market rates. They should 
be supplied at lower rates, if [Kwsihle, because if all these things are purchased at a 
particular time they could bo had cheaper. For instance, there are times in tlie year 
when ynu can purchase yarn at a lower price: o.g., you can generally purchase cotton cr 
mercerised yarns cheaper in the months of December and January than in the summer 
season, and warm material could be purchased cheaper in the sumiiRr. So you could 
stock at least some yarn for a few months after buying it at a cheap rate. Timely buying 
is of the first importance Bpecially in fluctuating markets and very often it ip in skilful 
buying that the producers’ profit is made. 

In other words, your solution is a eo*operative society run by businessmen? — To star* 
with a weavers’ sc>ciety. 

But run on co-operative linos and managed by businessmen who arc w’eli acquainted 
with the conditions of the trade? — And they should also l>e technical men who under 
stand (ho technical s de of the question. After that, there should he a sales d^p6t 
nt diflorenl centres. These sales d^'qiAts should get the orders and pass them on to the 
society, get the goods rnuiiufactMred and sell them. These sales di'pols should also arrange 
to advertise. 

The reason why I am interested in this is Ixcauso of all these varu^us industries 

allied to sgriculturo that have hetn ment'oned it seems to me to he the orily one which 
you could introduce almost universally, and which you could introduce on a relatively 

large scale. In the case of the other industries you will be restricted to wdiat you your- 

self can produce. As far as I can see, it wdll be quite possible to run n bandlooni weaving 
industry all over the province or n a very considerable tract nf it, because you can 
always g<d your yarn from elsewhere. You see the difTerencc. It nirious that com- 
parativt ly few people have supporttMl the possibility of a weaving iiuliistry. — iWitnei^s) It 
is often said that the hand loom weaving industry in India is dying in the face of pow^erloom 
compotitioii. Besides that tliis statement is' not borne out bv farts and figures the 

liandloom industry stands on a firmer ground. It is more suitabie to the oconomie and 
social conditions prevading in India and possesses certain advantages over tlie power- 

loom industry such as the smallness of the capital outlay, low ( xpenses fur repairs, 
maintenance, depreciation, overhead charges, etc. Of all ' the cottage industries, the 
industry of handlooru weaving is not only the most important, but next to agriculture, 
is still the largest industry in India. We shall reach this conclusion wdiether we take 
into consideration the number of persons engaged in it, their annual earnings, the quality 
of yarn consumed and the oniput of the cloth produced on the handlooms. It is believed 
that between two to three millions of handlooms are at ^work in India and their annual 
gross earnines amount to something like fifty crores of rupees. Besides these there 
are those w^ho are primarily apicultiirists but, who to add a little to their earnings, do 
weaving during their free periods from the farm, nnd the number of such person.s is 
not inconsiderable. During the five years lB%-97 to 1900-01, nearlv 1,058 million lbs. 
of yarn was consumed by the handloom industry as against 421 miliion’ lbs. of yarn by 
the Indian mills, that is, nearly times as much as the mil] consumption. The 
comparative quinquennial consumption of yarn by the handloom industry and mills in 
India after 1900-01 's as foIlow\s : — 


1901-02 to 1905-0C :--Handl(X)rae, 1,156 mill on lbs. as against 625 million lbs. 

by the mills. 

1906-07 to 1910-11 -Handlooms, 1,294 million lbs. as against 910 million lbs. by 

the mills. ^ 


1911-12 to 1915-16 Handlooms 1,356 million lbs., mills 1,297 lbs. 

During the five years from 1916-17 to 1920-21, the period of the Great War the 
consumpk'on of yarn by the handlooms decreased, but still 1907 million lbs of yarn 
was consunfe^ by the handlooms as compared to 1,644 million lbs. by the mills. During 
the ^Bt-war period, however, the handloom indnstrj- again recovered the lost ground. 
In the five years fn^m 1921-22 to 1924-26, the handlooms consumed about 1,485 millon lbs 

. to 1916-16 and 1.097 million lbs. in 1916-16 

to 1920-21. During the five years 1924-26 to 1928-29 the handloom industry has not 
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loil ^gromid inasmuch as out of a total consumption of about 5,000 mtlhon yards of cloth 
in India 26 per cent, is still supplied by the bandlooms, 40 per cent, by the Indian mills 
imd the rest, alxmt 35 per cent,, is importeil from »bn>ad. These figures speak for 
themselves and need no ixtmnient. It is, however, sometimes contended that the numlHMr 
of handloom weavers has gone down which shows that the industry s declining. The 
number of weavers may have gone down to some extent but it is no index to the decline 
of the handloom industry On the other hand it clearly demonstrates the wonderful auotx>*rts 
and future potentialities of the fly -shut tie Uxmi and otlH*r impnwt'd appliances introduced 
in the industry by the Government and due b) wticch the pnxluctive capacity of the 
worker has increaswl bv more than hundred per tv nt and the dwrease, if aiiv, m the 

number of weavers m the ahsenco of t>rganistxi marketing of the handlmuii proiiiicts, should 

not come as a surprise In fact, wc are today fin«bijg it more difficult to sell the cloth than 
to make it and in order to improve this imp<wtaiit industry the following suggestions may 
be made • — 

(a) rcnpaletic wt'av ng parties, adequateU etjuippixl and efficienllv staffed and 

sujiervised should be eiuouraged 

(b) Commercial agenaes for the purchase and supply on easy terms to the weavers 

of raw materials, accessories, and iinprovetl applian(v*s, to standardise gotxla 
and to advertise and S4*ll the products of the wx^av* rs, etc 

(c) Manual training in liandlo^mi weaving under efficient instruction and supervi- 

sion should be intnKluced in the ordinary si h(X>lft to ovcrtoino the aversion 

of the Ind an south for manual work This nun also help to solvi* the 

problem of unemplnyim nt of the Indian youtb. 

id) One or tw*o demonstration factories may be established and worked on torn- 
mercial lines 

The ChaiTtruin There is one point 1 shouhl like to ask you about Surely one of tbe 
advantages of iiundlcom oi anv (ottage industry or borne industry of any kind is that the 
qualify is normally better than that of a mill? T have alwn\s understrxid that , in Europe 
in the case of aiuthjng that Ikuik made from food to doth tlie qualify is better than the 
maclnnc made I'tuff (irifricsv) It is In the imll made gtHxls you will always find a 
certain amount of si/( fx'n entage, ind that p<r<<.ntagf of si/e in most f)f the mill cloth — 
even superior doth — \aries, I think, froni 15 to .50 per cent and in the low»r grades of 
cloth, for instance, tnarkm, it go<*9 up to 100 per <enf , Hometinies Then fore, >ou cannot 
have all yarn 

Then \oii (onsider that the Iks! metlKHl of aiUnnce in tin* handloom weaving in 
dustry is cooperation'^ — Therr* sluuild ht coopcntion under efficietO hut oionotut il 
management 

Dr Radhaknmfpl \fukerjfe n t yem tlimk that tlvere is yot anotluT advantav^e 
to the handloom wea\er, and it is th s, that hr pro<hirrx fahnes of a much eoarsor tv|>« , 

which may be used for everyday purfmwes m the village than what tho Indian cotton 

mills, for instance, could make economically Mv jKjint s that the handloom WMiver 
can compete wnh the powtrloom weaving industi\ if organisocl, but under the present 
system he cannot. 

But e»'onorniHts ha\c found that tlu' competition a » hrtween the t loth produced hy 
the power looms and the handlooms m not on all fours, for the vriy simple reason that 

tlie handlofuu weaver is superior with regard a certain k nd of fabric — 

That is true. The handkx)ni weaver has got certain specialised typ^ s of fnhncs For 
instiiDce, take the Benares fabric, there is the *tart and kimkhah These thingw ir^ net 
mannfactnred by the powerkKmis 

Apart from the artastic cloths there arc the eoarm’r f)ncei which are woven in the 
villages which an never be made econom/callv bv the powcrloorns.- -flFifnm) * Just 
cow a powerl(X)m is making stuff cheaper than a handloom. 

Even in these coarser fabrics? — Yes, That is why the handloom is giving up coarser 
work and is taking up finer work. 

So you think that, ‘f far * cloths are concerned, t would be better for the hand- 
loom to stick to the finer kinds? — t do not say that The handloom weaver will make any 
kind if he can produce economically and sell his gf>ods. These twx^ things are nocessarv. 
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8upp<>»ic]i<^ lie inunufacturds gara from t^n counts. A mill is spinning its own yanit 
and probably paying only about 8 annas per pound or 7 annas per ponnd. On any 
inferior qualty of yarn on Hie same count a weaver will have to pay perhaps one anna 
more. So the mills make profits in tw'o ways. They get yam clK-aper for themselTes, 
and they sell inferior quality of yarn to the handloom weaver at a higher price. 

Our tank m this Committee is more in the direction of better organisation of weav- 
ing both in the villages and towns. With regard to the importance of organisation of 
village weaving you suggest an improvement in the central trading and buying organisa* 
tion? — The first improvement I suggest is that they should have improved appliances; 
and, secondly, there should be an organisation for economical production and marketing 
of goods. 

Willi regard to the marketing of gryxl^ in the villages do you think that in the 
light of experience of failure of many weaving societies — we need not enter into an 
explanation why ihcse weaving societies have failed — do you think we should have sale 

in the different districts, with a pr(»vincial eiiifiorium somewhere, e.g., in Lucknow 
or Benares? — This is what I suggest. 

Or, do you think that these C/ 0 -operativt‘ societies in the villages might be federated 
into wholesale unions? — No, I do not think that co-operative societ-ies in the villages 
would bo suitable agencies for the marketing of goods. 

Bo you pro|x)se a central organisation which w^ould act as a sales dt^pot ? — They 
shouhi not cmly sell but secure orders and j>as.s tlicm on to the society and advertise the 
goods. They should have an information bureau attached to them ; they should study the 
market, standardise cloths and advertise them. 

Du you think such an organisation slmnUl also take over the task of the distribution 
of yarns, because in many cases the weavers arc in the hands of middlemen wdio supply 
them with yarns? — Weaving should lx* ori.(anised by buying yarns, weaving accessories, 
as well as ihe lf>oni8 and appliancM-s. TIicm hocieties should do that, and tlie central 
d^pdts should have nothing to do with these. 

What would be the relation of the depot to the weaving societies which you 

mention? — The sales dt^pots wdll sell. 

In Bihar and Orissa these weaving societies have two branches. Tliey supply 
yarns to the weaver and then they also collect the finished fabrics and sell them. Do you 
think that would he a convenient method? — I think a separate organisation would be 
better. There would be a division of work, but if one organisation can manage there 
can be no olijection. 

Should this be an official or non-official organisation? — As jion-official it will be 
better, but there sliould be a guarantee that the management is efficient. The supervd- 
sion should lie with the Government. 

Have yc»n bad any experience of tlio emporium at Lucknow? — I have no personal 
exper ence, 

Afr. Sah : \\'hat improved appliances do you sugge.st ? Do you think that these 
primitive appliances are not suited for the kind of cloth which these weavers produce? 
Can any improved appliances produce better cloth than they produce now? — In this 
stage it is a question more of cloth producnoii. Take, for instance, gara. I d.o not 
suppose the average of any weaver can he more than seven or eight yards per day. 

So when you refer to improved appliances you mean that they should be able to 
produce more cloth in less time? — Yes. 

Dr. Radhakamal MiJcerjee : Are you an advocate of the fly-shuttle loom? — Yes. 

Do you think that the organisation would he different in the villages from that in 
a city like Benares, where we have a strong and old weaving community? — ^In several 
places you have got a strong weaving community; not only in Benares, but Mau, TandA, 
etc., are all full of weavers. 

In your written evidence you say that the karkhanadars engage these weavers and 
pay their wages, and pay apprentices either when they have learnt to make the articlea 
or after some period of apprenticeship. — {Witness): That is the usual system, 
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What 18 the difficulty of the weavers in Benart^ m the matter of jnuvhaMug raw 
material and in selling their finished products? — In Benares there are weaver-* wlio are 
welMo-do and have got some means. They buy raw- material and sell the poxluct on their 
ewn account. But tliere arc others also who depend np^'tn the mahajatt. They have no 
means. Bup{>osing a weaver has made stuff Worth Ks. ItK). This man ;i |x><>r man. 
He will lake the thing to the mahajan and may get an offer even ht-ltov liis v-o<t price, 
and instead of earning anything he may lose. 

Can you give an instance which would not bo hyjK)thetical ? — We havo mstamos 
W'here pruhts go to the capitalists and middlemen which should have gone to the wcavera 
themselves. 

You refer to karkhanas in your answer to »|iiestiun ‘2, Part H. Do you mean 
pCiwer factories? — Not power factories. By karkhanas I mean small Avorkshups. Suppose 
I am a «iaha;an. 1 will engage some 1(H‘ weavers. Tlu-y have got small worksliops. I 
will give them raw material. They will lake it i.» their htuises and bring hack tlie 
product to me. 

Have you any idea of the pn>fits which are appropriated by those malm/uny and 
middlemen in Benares, the profits whieli might have gone to the arusans. il they W'orked 
independently on tlioir own aeeounts? — There are seviial eases of artisans losing from 
their own j:»o«'kcts. 

The Chairman : Is not the mam ditheulty in the ease of this Benares woik thftt 
the material is «o very exjuMisive that no ordinary artisan can afford to pay and thereftiro 
he has t<i H4.Tve sorneoiK’ in some ?— 'riiat is mo. But the manulaeture of snitinga 

and Bhirtiugs from spun silk has greatly inereased. 

That 18 ;)o1 exjjcnsive? — It is not ai* experndve. 

Dr. Radhiikarnal Mukvrjce ; Then their difficulty is that they cannot eauily acll 
the costly prtKlucts. That is why we pro|s»se a d«'*pf)i. In flu' ease of Benares if wc 
have cooperative w-aving srxieties which would supply yarns to weavers and pay them 
wages either on piece w(»rk fiystem or any other metIuHi and (Inui collect, IheHe fahrica, 
if we have an independent sales depdt just like the J0m|>oriuTn here, it will meet the case. 

The f'hairman : Can you Inivi- tlic same orgnni«fttion both for )»urch!tsjng yarns 
and implements and supplying them to weavers and seliing the prodiH-ls? — 1 am in favour 
of having Mcjtarutt' organisations. 

Dr. Hadhakamal .)fukeriee : Wlmi wotild he the advanlagr* of sejiMraie r^rganiaa- 

tions ? 

T/it: Chairman : I w ill tell you that. B you have got your very < xpcnHive fahtics 
collected in a «uh » depfn you will he capable of eMendmg its hninehes all over the W'orld. 
You were s|.»i‘aking of Bihar and OriHsa just now. They have organised to a very girat 
extent. They are sailing their piirdaJix even in ICngland. 

Dr. Radhakamal Mukerjec ; Can’t you have Them m Benai' S? — Why not if tliere is 
a demand for it. 

Then there should l)e direct coniK*<’tion l»etw>en the weavers an<l the fieople W'ho are 
well acquainted vvitli husiness nietho<ls ? — Not i>nly i»eoj>le with husinesa methods but 
eapitaliats, too. » 

The Chairman : Let nn- tell you one thrng. In the old days when this einporium 
waft attached to the Arts and Crafts Bchof>l, I found there that it had orders from 21 
different countries and from all over the world. If we have, «ay, half a dozen eiupfiria 
like that iriiagim^ what our salew would l>e. You will find large European firnm placing 
their orders with them. 1 have anBwcn?d s<»vcral lettcrR myself from Anstralia and Japan, 
and even in languages which I could not read and which bad to be translated. Mr, Teyen 
informed me that they were selling our stuff in I.x»ndon. 

Dr. RadhakamaJ Mukerjee : How should thefte banks advance Ioann to societies?— 
There must be some guarante*" for the repayment of the loan. Unless this is done, theaa 
aocietiee can never flourish. Moreover, the wboh^ w'ork should be cr^nd noted by honeat 
leople. Honesty is the most important thing in busmess. 
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The Chairinan : Then you want cfj-operation for production and business melhoda 
for sale? — Yes, I quite agree with that. 

Of course, weaving is another matter. Not merely silk, but there are brassworks 
and other things which India has produced for centuries, but has no market for them. 
I find tJiat foreign countries are manufacturing materials which India used to manufac- 
ture. In Sheffield they are manufacturing Indian wares. — {Wit^ness) : The reason is that 

wc liave no trading or proper organisation for our products so far. When emporia are 

started in two or (hrt^ places in the province and they are run on strictly commercial 

lines wo will be able to collect the fabrics from the weavers for sale. 

Can you tell us something about the Mirzapur carpets? — They work entirely on 
the cottage industry sysleiii. It is all hand work. 

That industry i.s largely in tlie hands of European firms? — There arc some Indian 
firms a I HO. 

(Till Ciiairman thanked I lie wiines.s wlio withdrew). 
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Ral Bahadur Babu MADAN MOHAN SINHA, M.B.E., Bar.-at>LaWt 
Offlolating Director of Industries, United Provinces. 


Memorandum on* the Egyptian Mheme of loans on the seonrity of ootion. 

The Kfijyptian sclieine of Ioann tin tho ijKH‘urity of (H»tton to HBsinl the Bmall producer 
appears to be a sound one. The atuail pn^iucer in India also rtujuireH asBiatancts and if 
the sclieriu* it* worked on a reasonable basis there ts no reason wliy it should not suceoed. In 
genera), therefore, I agree that a giinilar scheme should he intrcsluced in India. I 
believe I am not required to go into didails at ih » stage. Tl»e expenses which arc re- 
coverable from tbe borrower are not ver}’ clearly mentioned in tin* scheme, and these 
should better be defined when a similar scheme is formiiJaU»d hm\ U would l>e miioh 
better if cotton could l>e warebcuised in the first instance at tlu* ginning factoriog them* 
selvce. This will save the producer the cost of transfer from the warehouse to the ginning 
factory. The scheme should, in my oj>inion. not be restricletl to co-operative soci«>tit*ii 
alone. Similar w»>rk i.s done by some of tbe joiat-st/H;k banks, and they wdll probably 
be able to ns-.isf where co-operalive district banks cannot. Much of the succeas of th^ 
sehem*' will d< pend u|M)n the kind of men that can he obtained f»»r grading, weighing 
and looking after the cott<»n. On the wh(j!o 1 am ot opinion that it deserves to he given 
a trial. 1 am abo of the (<pinlon that schemes similar to this ('an ami should bn 
worked out for some other imjM>rt:int artieles — both rnaiuifactuml and otherwise — liko 
sugai and h'lnd nMtlo eloth, etc. 


{I 'or ora) evidence see pag(‘H — 0l>7.) 
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ORAL EVIDENCB . 

Laoknow, Jaitnary 29, 1930. 


Present : 

Mb. E. a. H. Blunt, c.i.e., o.b.e., ix.b., 

Bai Baiudub Babu Mohan LaL, m.a., ll.b., m.l.c., 

Bb. Kadhakahal Mukeiueb, m.a., pb.D., 

Bai Bahadur Pandit G. 8. ITpadhya, b.a., 

Mb. Mohan Lal Sah, m.a., ix.b., 

Db. L. C. Jain, m.a., ll.b., pIi.d., 

{Witnesses : — (1) Mr. C. St. L. Teyrn, o.b.k., i.s.o., Deputy Secretary to Gvfniment 
United Provinces. 

(2() Bai Bahadur Babu Madan Mohan Sinha, m.b.e., Officiating Director of 
Industries, United Provinces. 


Chairman, 

Members, 
f Secretary. 


The Chairman : You both repreftcnted tlie United Provinces at the Wembly Ex- 
bibition in 1924. You must have acquired Boine knowledge of the ivorking of small indiiS' 
tries and of the poswibility of finding markets in England for the United Province.s 
•exhibits displajred at the Exhibition. Take one particular industry and tell us about the 
manner in which they get their raw materialfl and implements. Where do they buy their 
raw materials from? I have got facts about Benares and Lucknow industries, and about 
Nagina carving and Saharanpur wood-working industries. I have also got figures about 
Aligarh lock industry. — (Mr. Teyen) : I can in.stance the calico-printing industry of Far- 
rukhabad. Its working is partly in the hands of large families who had been doing good 
business. Previous to Wembly foreign business was in the hands of well-known export 
middlemen in England, and they had good connections there. But Wembly opened the 
eyee of the Farrukhabad manufacturers to the j>o8Bibility of considerable expansion, 
and I might say definitely that they have expanded the business. 8ome representatives 
of the industry have been -going to England every year, and have established direct con- 
nections in London. They gel also at least at present an order of 2 laklis a year from 
New York. As regards their fiunnct> it has been more or less a family affair. 

That is right. They are rich men and there is no difficulty about it. — (Mr. Teyen) *. 
Their work is entirely satisfactory and they have got direct connections. Besides they 
are going to open store godowns of their own in London for business on a wholesale basis, 
and will possibly expand in America. — (Mr, Sinha) : They had some financial difficulties 
in 1924. They, however, sold their produce in Wembly very well and paid off their debts 
within a couple of months 

How do they work? Have they got factories? — (Mr. Sinha) : It is a cottage in- 
dustry. They have got workmen at their homes and in other places. The industry is 
not confined to one caste. 

Dr. Badhakamal Maker jee : Do the karkhanadars belong to different families, and 
are they rich? — (Mr, Sinha) : They are well off. 

Do *he villagers also do this work in villages independently of the.se karkhanadars?^ 
The villager works for himself, and he works cheaper. 

The Chairman : In other words his work is relatively inferior, but the art is there, 
so the industry is in the whole flourishing ? — Yes. With credit facilities it may be 
extended. 

Mb. C. St. L. Teyen and Eai Bahadue Babu Madan Mohan Sinha. 
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Tell me another thing. How do^theai^ sell in the country itself? — There la not 
much demand in this country. 

Dr. Radhakamal Mukerjee : Have they ctmtracts fnun different firms? — Yes. 

If they want credit facilities on a large scale, will these jHople l>e able to obtain 
them from joint«8t<^)ck banks? — No, they arc not sufhcicnily big for ioint-slot'k banks. 

The Chairman : I will take another industry. Ihi you know anything about the 
Baharanpur wraxl-working industry? — That industry is also dong well, but they also are 
financially weak. They have got no money to pay for the timher. They have got 
maierinl for local consumption, but no one is willing to give them crcdii. For example, 
a good firm was recommendtHi by the Collector for a loan to the Loan Cormnissionors 
who arc dealing with that question. The firm has recaved an order fnun alioad and 
wants lo buy timber to complete that order, but has got no money. It is u gocsi firm, 
the stock is valued at several thousands, but it cannot get credit. 

According to Ibis n; !c they have got stocks in their nuirket ? — But it is not seasoned 
w^ood. The difficulty is ahiait seasomxl wwkI. They have to get wtxkl about 13 months?' 
old, which is an expens ve job. I hoiked inte^ the matter not long ago. We have 
got a seasoning plant nt fbireilly, and J suggested tci the man to send his stock to 

Bareilly and kept it there. 

How d(x»8 th“ Saliaranpiir wcxsl-work go to England? It is a very fKqmlar industry 
and their art is very |H»jwilar, They can sell stweral thousands worth of «lcK*k. — 

(Mr. Sinha) : The art is tliere. but they arc laeking a little rmnncially. If they get 

financial aid they will do nmeli l>etter. — (Mr. Teyeu) : Personally I think there is a 
poBsibility of greater Kticoess pnn’ided there is greater pr«>pRganda. 

Any niggestinn ahiait ^Toradahad industry? — (,^fr. Stnhn) : Barring a few families, 
the industry is in the huod.^ of big men. Witli cred t ffieilities the industry can expand 
among yioor fannlios. If co ojs'rative societies an<' slnficd amongst these artisans, 
they will supply raw' materia! as well as implements. A cooperative artisan society 

W’ould he very suitable for th>^ elass of work. If wo start a enojierativG artisan society 
and an industrial hiinlc !ho eo operative society wdll do its part of the work and the 

industrial hank its own pari. Tliev are l»oth nenled. T fliink cooperative effort is 

reejuired in every direction. If there i^ going to he any industrial improvenent in this 
country it can he done only by co-ofH^ration. 

liai liahfiflur Babu Malinin Lai: ( 'o op<rat ive Rocielies aLo rerpi re noney. — (Mr. 

Sinha) : If we have an indiiHtrial hank we will have a much wider clientMe. 

Of eonrse it will lielp otlicr industries also. 

The Chairman : In fat t we want a number of co-op<*ralive urtsjsan Koe-t ticH with 
erne provincial industrial Ivank. 

Dr. liadhahanial Mitlerjef : If we havr an industrial hank eitiier in Benares or 

in Lucknow, will it he aide to o|H‘ratc bir the whole of tie- proviin’e? (Mr. Stnhn): 
One central hank with brunchcH in different ])lace« of the pjov;nee smII serve our purpiiae. 
To start with, we suggest that the bank Hhould lx- hx’atcd at Benares, and that Govern- 
ment should liave some direct ctmneclion with it. — (Mr. Tetjen) : I have with me some 
points on which Mr. Binha and I agreed last evening after dl^ru^'si^'n. Firstly, it is 

esaential that it must funefi^>n as a hank and not he a government department, even if 
Government has a conncctifin. I doubt niysclf, under the present cond-tions ami for 
aome time to come, whether any hank or section of a hank dealing in industrial credit 

would get shareholders unlens Government showed that thciy had an interest in it. Our 

idea may be briefly stated to l>e this ; — FirftUu, Government should take a definite share, 
T*hc amount does not matter at present, liecaiw; it dcfif’iids on the volume of ImsincHs w'hi<'h 
the bank or aection of the hank would transact. Secondly, Government should have 

correspondingly a voice in the directorate. 

That is aV>out the sha. s, T am referring to the organ isaticin ^>f such industrial 
banks. In other countries Government have raised it to 50 per cent. — (Mr. Teycn) : 
Thai is a question of detail. When yon l>egin to float a bank and call for shares, the 
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Oovermiient Hh&res should be as little as possible, but it should be sufiicieiit to enable the 
bank to get going, and Government should have a corresponding voice in the direc- 
torate. A third point is, I pcrsimaily should applicable particularly to India. It may be 
applicable also to other countries, but there is no doubt in riiy mind of its applicability to 
India under present conditi<;nH. It is that, while Government should have a voice in 
the dirc^tjtorate, they should also conduct a half-yearly inspection of accounts super-imposed 
over the ordinary audit by Chartered Accountants. Fourthly ^ shareholders will not 
come fonvard unless they see that Government is making some sacrifice. The sacrifioe 
which I suggest is that in any case Government should not take a big dividend. In effect 
its dividend slu)uld b(.‘ limited to the market value of Government stock, any excess 
duo g<>ing to the reserve fund. I may take as an illustration that gilt-edged securities 
arc at 6 per cent., and that tlu bank is able to declare a dividend of 8; Government should 
take the former, and its share of 3 per cent, should go to the reserve fund and not to 
other shareliolders. The reserve fund should be formed as quickly as possible. I might 
even go further and say that in the case of an industrial bank the examination dividend 
declarable for all might in the initial stages be limited, so that the reserve fund could be 
formed quickly. FifMy, the reserve fund should be kept in the hands of separate trustees, 
possibly the Government director and the managing director of the bank. It should not be 
merged willi the ordinary funds of the hank. Finally, the hank should not deal in credit 
for experiments. Experiments with a view to starting a new line must be left to Govern* 
ment and private individimls. 

llic Chairman ; You would admit, I think, that the reserve in the case of the 

industrial bank would he relatively larger than in the case of the ordinary bank? — I 
think it. is , inevitable. The re.^^erve fund should l>e made up quickly and should he us 
large ns }w)BRihle, because of the cliaracter of the work which the industrial hank or indus- 
trial section fif n hank would do, 

Aud your idea of having separate trustees would he to prevent the raiding of it, 
fo which there would he a big temptation in the case of the industrial hank? — I think 
the very stahilily of tlir hank would depend on it. The nature of industrial credit is 
such that wit})oiit a safe reserve, a hank might be in serious difficulty. 

We come to this that you would have your reserve and practically hide it? — Yes. 

Dr. Radhakamal Mnkerjee : And you consider that different branches of the banks 

in industrial centres should be linked with it? — {Mr. Sinha) Yes. — (Mr. Teyen) My 

knowledge of sinaller urban inclnatries is of 1924 ; but Mr. Sinha has details and is 

up-to-date. I agree with liiui that if such a bank wore formed, for example, at Benares, 
it probably would secure sufficient work on a certain scale as a start. The bank w.iuld 
not lUH'cssarily confine its operations to Benares, but would also gradually provide credit 
elsewhere; and later, as need aro.se, would open branches in other parts of the province. 

The Chairman : Becaufte a good deal of your work will be short-term and you wouM 
want it in a hurry? — (.Tfr. Teyen) Yes. 

Hni Bahadur Bahu Mohan Lai : Will you get sufficient W'ork from the industries to 
get the bank going? — {Mr. Sinha) : Benares has a huge business in cottage industries. — 
(Mr. Teyen) : The volume there is not small. But we do not wish to be misunderstood. 
Our industrial bank would be an ordinary bank with a charter definitely authorising it 
to deal in industrial credit. 

Mr. Sah : How will the bank obtain a working capital? Will it take deposits? — 
(Mr. Teyen) : It will take deiwsits as is inevitable in all banks. While its real and 
alleged function would be to provide credit facilities for industrialists, it will also deal 
in other banking operations. 8o far as my knowledge goes, a bank dealing only in in- 
dustrial credit cannot exist merely on that. — (Mr. Sinha) : Without receiving fixed depo- 
sits yon cannot finance your banks. * 

Will you limit your fixed deposits? — {Mr. Teyen) : I prefer not to answer that be- 
cause it touches a point of detail. 

Dr. Radhakamal Mukerjee : In some of the smaller countries we have small banks 
in different cities catering to the needs of their creditors. Do yon think that small in- 
dustrial banks may be established in Moradabad or in Aligarh? — (Mr. t'eyen) : It sounds 
very nice, but I think the personal factor, if nothing else, rules out, at preset at any 
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ratf, afjy idea of biuhU industrial hanks in several jdaves nil at one time— (A/r.. 

6’jri/jfn : One bank at Kenaros firRt, Yon will then only have to extend it. 

He.v vvoult! you Mdve ihe difticulty of satisfying tlie ertHld iuhhIs of other inclua* 

trial Vi 7ure>y — {Mr. Sitiho) : Tl>v nmn in rhar^v thviv oonld Itxik into the induatrien 

of otlitT districts nlso. 

The ('hatnmiu : W hai yrMi nuMii is tliat ilus IVnuu's hunlv six old deal not only 

niJli ixnaros, but with tin- whole pro\uwe. It is only e tjnvstion \\h,rv yt»n nhonld 

have hrnncbvs Ifttvr ivo,’ — {Mr. Ttiicii) : 'i’he |>»jint is tiiat in Ihiiarvs iSn,* hniik wuinld 

haw, SI' far as our kuo\vIed».Te a reasonuhlc anumnt <»( husinvss ttvlinil)> there in 

the piave, hut it does not mean that the hank would not seek luis ness elsen here. The 

n'<*d for branches would <'nly arise as bu'^iuess itself devidnps. - ( tfr. N''ifdnt) : Then in 
tlu* he^iinniri': the question of pers(uiuli(y < (unes in. If ibe olhevr m ehar^te is very 

sueees'^fnl. ><tur bank will tlourish at oiue. 

Dr. Hadhakamal Mukerjec : Y'ou ap^rev that there is a lar^^v volume of businesK 

in tlie>« induHtr al centres and the netxl for shorl Ivnu credit also exists? ]>() you think 
Hint a hank jit Ihnnns could eater suecessfuliy to the needs of a man at Alij^;arh (Afr. 
Tef/fu). In our view you (annot start separate imnks in diffen'ot ]>lncvs. W<i have 
vr,‘(l a bank hKiiti'd at lienures. hut operatin^^' also throu}:;h(»ut the province. N<>w' 

tlure is a rcnl dinirulty for llu> aulhoriiit's <f such a hank to j|;et to an uuluHlrialHitt at 
Moradaiiad or Ali;::irh by way of example. A luink eaiinoi ki'cp a lar(^e niimljer of 
inspevtors; 'f eann(<t add to its vbar;:^?. too- much. As a sv-lution w«- Hu^tiest that to 

start >‘ '.fh in sm h l asos the hank shotihl a ^reat deal of a^ dstanve from the III- 

du'tii!’*^ and ( 'o (qx'rnf ivt' (h'partiiuuits witluiut elinr^.j* . This inij..'ht talo* tlr;' f<irm of (hew<‘ 
df'parOiiontsi i.'ottinj^ infoniuit ion on poini-i hsvd h\ tlu* buid . In fatt a sort of ques- 

tioUTUiirr- would he sent. The departments would rr'ply tr» tlu'se points, and Dos W'ovild 
const t iro the m.-asuro of (lov('rnmen1 a.s.sisianve rendered diieelly to tlw hank free on 
behalf of industrial de\ < loptn<‘nt . (^n roooij t iho )>ank would supplement po ints and 

would deal with any ap]»lieation for credit. 

Jk) you think that hx*al knowled^o* ahouf the eoiulifions of iif'dit and f)f huainefis 
of the stnaller industries would be left better to (be aut li •: it ies i»f the Indtist.ries depart- 
inent or to Die hraneli of the prfjvimial industrinl leuik*' (Mr. Stt'lu;) If you hav<* many 
branedn s in every tr»vvn, will there be sufl'w'ient biisim ss ff-r all td them ? 'rake Morada- 
bad, What is tlie evtent of bit si ness m Moradaba«l? 

Wlinl I would like to have your opinion nbout is this, iluit loeal know’- 

If»d|;e and informatif»n are aVisidutedy essential for utlvnnein^; short -b*nn ereilit lo workera, 
do yon th nk that Du* pn»vineial industrial bank nr a hw al bram h 'Aould be the Iwist 
a^'cney for it? — A hnal hraneli would certainly be belter, but in the Itejjinnin^ you may 
not have a hwal hranch evcrvwhere. Yon have got to inako a be^innin(». 

Whv not? They have in other eounlricH. Tn the small agriiultnral eountriea in 
Kurrqto they hav'c lliem. — (Mr. Sinha) : Now take a bunk iti Moradabad. How much 
burtness do you think it would do? 

Tlie profits of th< bank would fiuy for the staff. Do you think that the problem 
of industr al credit can be solved by reorganiaing indigenous banks?- f'ertainly. But 
there you want legislation for tlu* indigenous bank.s Y%u« lannot proceed in this evOnntry 
w'itfiout that. At present f»ne cannot be eirfain whether their Ixioks are fr)rn»<lly kept. 
If you legislate and if they keep l)ooks correcDy, indigem. n.s bankers will give more 
advantages to small industriiM^ than a liank wrmld in Die next Im yrars. 

Rai Bahadur Babu Wo/jom //«/ : I have lierird that the Isjoks are not err- 

fcetly kept. But i.iy personal knowledge is that they are kept very eorrecDy. On what 
basis do you put this? — Of course, the bigger indigenous hanks do, but I bad in tnitidr 
the small village banker who docs not keep any t>o<fk«. 

The Chairman ; T think we arc getting away from the p(»iijt. It i« imt a qnei* 
rion what the indigenous banker d/»es nr does not. Yoti say that an indnatrial bank 

aboiild finance ah ♦he.se industrialist sorieties, and the Industries department alirmid' 

help. Tn the initial stages we will asstiiiie von will get all the help you want. What I 
want to i>iit to yon is this, that yon are merely really in practice substituting an indua- 

trial bnnk for the present industrial Board of Ijoan Commissioners? — ^The indnstriat 

bank w ill l>e something quite different. 
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I know it ijs something (jiiite different. But what you are actually doing at the 

jjreaent moment is tliat if you want to finance an industry through Government, you do 

it through the Board? — (Mr. Sinha) ; No. For that I would suggest the Aid to In- 
dustries Bill. That must t*ome in. Without that we cannot make any headway. — (Mr. 

Teytn) : The operations of the Board of Loan Commisstonera are very restricted, prac- 
tically limited to new enteprises, whereas a hank will deal with credit generally. The 
Board, for instance, dcx^s not give crwlit for law material or for working expenses. In 
fact the Board is not operatiiig at all as a bank, ami even as a supplier of credit its 
function is strictly, and I think rightly, v«;ry circumscribed. 

A bank would and could and should take over the work. — (Mr. Teyen) : That is 
a point on which W'e liave not come to a final opinion. We have said that a bank dealing 
in this kind of thing must not he allowed h) deal with experimental work. It is the 
‘duty of Governnient to give grants or to give loans for exiieri mental work. 

Admitting that, wviuldn’t it be simpler as a mere administrative business ])ut 

the grant of a loan or whatever sum of money tlio (irivernment is j)re})ared to spend or 

risk on the experiment in tlie hands of the bank to play with? — Tliat is a possibility we 

have not considered. But the bank would not be able to do it. 

I am talking of the organisation. — (Mr. SinJia) : But the Aid to Industries Bill 

if passed would institute !UU)thrr hydy in place of tlie Board of Local Commissioners. 

Dr. Radfiakamal Mukerjee : Do you think that the help of the Industries de- 

partment is absolutely inclispeiisalde ? — (Mr. Sinha) : They are required only to lielp in 
the beginning. You cannot have an army of ins])cct()rs in the beginning. 

The Chairman : The whole point is, Government offers you an agency so dieap 

that it cobIb you nothing. Whatever agency you put in, if if is not a Goverrunent 

agency you will liave to pay for it. 

Mr. Sinha: The moment you do not want Government help that agenev will 

‘disappear. 

Mr. Teyen : Later on Gewernment will retire as much as })ossil)lc. 

Dr. liadhakamal Mukerjee : Your idea is that the Industries department would 
help the industrial bank at Benares, for instance, to give loans lo the karkhanadar,^ of 
Lucknow, and if the volume of such business increases, you would start an industiinl 
bank in Lucknow itself? — (Mr. Sinha) Certainly, that is for the bank itself. 

The Chairrnan : Well, I do not think we need (rouble you very inueh ilx.ut 

Benares and Lueknow industries. We have information about the.se industries here. 
.'Do you agree with this? — (Mr. Sinha): The information is quite eorreet. — (Mr. Teyon) : 
Yea, the information is quite correct. 

‘ Yoii weif going to tell us about Moradabad ; of eovirse that is important, because 
that is one thing we have not had much information about. — (Mr. Sinha) : There also 
the irnjKirtant firms are in a position to deal witli foreign importtu-s if they extended their 
business. Th<y are doing well, hut they are also in need of financial aid for the time 
being. You see they receive an order, and meet it, but ii takes easily four months be- 
fore they can receive tlieir money. During that time they are handicap{>ed. They want 
some facilities where they can hand over their papers and tlie hnnk could deal with the 
imyiorters direct. 

Am I right in putting it this way, that Moradabad brass like practically every in- 
'dustry is really in need of some organisation which will give it a cash credit for pure work- 
ing purposes, i.e. day to day working expenses? — (Mr. Sinha) Yes. — Mr. Teyen) Morada- 
Fad would not need long-term ertdit. — all short-term. I know one instance in Morada- 
bad where an American tourist got into his head that he wanted a brass urn about sis 

feet high. He went to Moradabad and placed his order. He deposited his money, and 

came back after some time and t(x>k the brass urn. 

Dr, Radhqkamal Mukerjee : The small industrialists' credit, generally speaking, is 
short-term credit? — (Mr. Sinha) : Yes, short-term. 

The calico-printers’ credit would not exceed more than eight months? — (Mr. 
Sinha) : Not more than eight months.-— (Mr. Teyen) : The nature of their work is such. 

And the Benares silk industry? — (Mr. Sinha) : The Benares silk industry will not 

require ‘ more than six months. 
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Thi Chairman : To leave that let get to the marketuig business. What 

We want to know is, in vour opinion, the best ineiluHl, having inacie these vvaros* «£ 
putting them on the market in the fullest neiise of the tenii. We all know (he method 
of the ordinary e/ttkantraia. He is hawking about for nuwt of the tune. — (Air, t 

There is not suiricienl advertiaeuientp and for that vve are Ixith of the opaiiou that we ahtmld 
have, in luiimrtant distriets to begin with, u central dej>6t—a sort of eni|>onum~-^not ta 
do so much sale business us to advertise. That would lead to a gotni deal more buainesa 
than IS being done now. At present we do not even know what pariiculur article i» being 
manufactured in a particular hxalily. Take ordinary silk handkerchiefs. They are niak* 
ing in Sandila very good silk handkerchiefs casting ulKuit eight annas per piece and tho 
market value in htgloclaBs retail shops is 14 annas. The handkerchiefs are very gotxl, 
hut we do not know the uaineH of these workers, nor do these poor woirkorK know the 
places from where they can get their raw material clu-ap.- t.l/r. 7'c;/rn) : Marketing 
is matter which will be dealt with in a variety of wava. I only quote an instance in 
coniieciiou with the Ilenares silks where they Imve ail kinds of iin|H>r( duties and 
difiiculties in coining into Kngtand and also in France. Well, the Benares men generally 
find it worth their vt'liilc to go over with their g«H»d.H- When they wt iv last in Fiiris they 
got a pruvisional order. Nhw, one of the Farrtikhaha<l merchants is taking on behalf of 
Benares priHluccrs <lirtVr»i»t designs of silk f<»r laities' hags U) Bans with his ordinary j>or* 
scmal luggage and there lie will find out which is the iqost faviairtHl or whctljcr any other 
designs are suitable, or wlictlier the silk requir#‘.s any nuHlifiealion to suit market eondi* 

and h variety of things. That is one way of assisting which is hut of 

conr-c that is only cxvasional. 

'rile [sunt 1 wii>< speeially th nkiiig of v^ as the fact that in my opinion there is not 
sutticicnt toucii between (he product-r and the (‘onsumer. 1 mean the pro- 
duct r tliK's not know wdiat the consumer really wants. — (Mr. Siuha) : We found 
in W’enddy that our Agra carp« l.s wer not Helling very well ; ww* were «iir- 
prised. Wc inquired, and found that it waa laxMiuse of iho dull appearance that tlic car- 
pet.s were, not selling. We made furtlwT inquiries and found that (hey had a [KHUiliar 
method in lifuidon and Paris l>v which they removed the extra dye and gavts a lictter and 
eh ny appcaraiuH.'. We sent our carp^ds to these places. It cost a shiJling a square 
ynrd to do this, and when wc had had this done, ruir carpets were sold nff in no time, I 
v.r' te also to tlie Director here i-iiggestmg that we mnsl fimi out a mcthral of giving our 
carpets a silky apj[K*arance. They have done something in this direction in the Hari?onrt 
Butler Technological Institute, hut the tra<le has not taken to it. But tlie fa<d rmnahiH 
that We could not sell these Agra carpels til! we liad bail tliein smoi>thcd and given that 
fihiny ap[x?aranre. — (Mr. Tetjeti) : We went and saw the prrMcss wilti our own eyes. 

Dr. Hadhakamal Mufeerjee : Apart from the facilities of advertisement which you 
think that these eni|)oria would give, don’t you ' think that rniirkeiing facilities ought 
also to be given so that these einporia should not merely he advertising but also sales 
agencier>? — (Mr. Teyen) . But rnv experience is that Uwir marketing activit'es are 
generally failures. 

There is a Home Indii8tric.s Institute in Mysore which has given enormous facili- 
ties to the art. sans and the small industrial workers in the Afysoro State in »<dling their 
good.H abroad. Don’t you think that an ernp>riiirn like thin might help us a great deal?—* 
(Mr. Sinha) : Mr. Teyen and myself think that lo begin with the IndustricH deparinietli 
should really start an emporium in important districts. Tt will not cost mu<'h money. 
We can easily finance it. You only want a room and a wdiable clerk. Tt W'tiuld be 
mostly done by the Divisional Buperintendent. 

(The Chairman then thanked the witnesses arid they withdrew’.) 


Mr. C. St. L, Tkten and Rai BAHADtm Babu Madan Mohan Sinha. 
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Hon* Justice Dr. SIR SHAH MUHAMMAD SULAIMAH, Kt., 
M.A., liL.D., Bar.-at-Law, Judge, High Court of Judicature 
at Allahahad « 


Replies to the queeiionDaire. 


I. — Agricultural credit and credit facilities. 

Part C. — Extent and nature of agricultural indebtedness. 

Question — Kestrictiurm placed on -alienationH l>y agriciilturiBtB linger the 

I5undelkl)and J^ajid Alienation Act must naturally n fleet their credit to some extent. 
As a conseqiioncc high rates for loans prevail in Hiindelkluind, whore the agriculturist s 
land cannot Ihj easily purchased. ^ But on the whole the protection has been of gre^it 

advantage to the agricultural tribes, and they hnve benefiled considcr;ihl y from l]»e pro- 
visions of the Act. Biindelkhand is coinparatiA'cly sjK'aking a poor srea and for want of 
good water-supply is not as fertile as I lie (langetic valhn . Its agriculturist class would 
have been reduced to exjtrcrne jx-verty and their families driven to penury, if the Land 
Alienation Act had not offered tlicrn protection. 

My abort experience does not justify me in stating that an ordinary hania has 

been replaced by a professional agriculturist moneylender. 

IT. — 1nDJ[OKNOUS BANKlNti. 

H. — ^Defects in statutonj and euslotnarij law regarding recovery of debt. 

Question 1 . — T agree that there is often an unreasonable protraction of legal 

proceedings which delays Hie recovery of del)ts, but since the puldication of the Civil 

Justice Coinrnittee’s report attention of the courts )ia.s been drawn to this grievance and 
some steps are beiiig taken to remedy the evil. 

But I do not agree tliat high rates of interest are the result of lawj^ delays. 
They have been brought about by the ignoranee of the borrowers arul the. caprice (f 

moneylenders. The j)revalence of high rate.s of iiiterest has in tlio past been the result 

of the removal of all limitations on the powder to contract. While the rate of interest 

has fallen in England considerably since 185.5, it has risen in India in a marked degree. 
This is so, even though there hav«^ undoubtedly been considerable improvement and 

facility in the procedure for the realisation of loans and interest, and with the estab- 

lishment of peaw and order there has been greater security since the pro-mutiny days. 

The principal difficulty tjf the creditor is the delay in obtaining his decree and 

further delay in realising the decretal money by execution. Sometimes false dc^fences are 
raised which prolong the hearing. Then again, futile objections to the execution are 
frecpiently urged and matters are taken up in appeal unnecessarily. But in the long 
run the creditor seldom suffers inasmuch as his interest at the high contractual rate 

continues to run all the time and the final result is that he gets future interest on the 
compounded .‘-urn ns well as costs. 

There are numerous recommendations of the Civil Justice Committee which are 

being considered and some have already been given effect to but they themselves are not 
likely to lower the rate of interest. 

Question 2. — do not at all agree that the Usurious Loans Act of 1918 is a dead 
letter in these, provinces. In several cases which have come within my notice, the lower 

bave applied the provisions of the Act and given relief from extortionate demands. 
The real reason why the Act has not been availed of in most cases is that the limitation 
on registered mortgage deeds executed after 1918 has not yet expired. The success of the 
Act will depend on the view which the courts will take as to what amounts to an un- 
<ionscionahle bargain or an excessive rate of interest. If rates amounting to R.s. 1-8 j>er 
mensem, compimnd interest, or even Rs. 2 per mensem simple interest, are to ho treated 
Hon. Justice Dr. Sir Shah Muhammad Sulaiman. 
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iui reasonable, the Act will cerlaiiily remain an almost useless piece of legislation. Go 
tile other hand, if the courts take pains to examine the circaiiisiances surrounding each 
transaction and ascertain whether the bargain was in fact uniHmscionahlo, tlioy would 
offer redress to the agrioulturist claws, who owing to their poverty are always in the 
clutches of local moneylenders. The nt^edy borrower, in his helpless ci'>ndition and umhr 
pressure of necessity, is always doininaUHi by the rich moneylender, and unicsis iln^ courts 
exercise their discretion in a jiHlicious manner, tho recent legislation will not have 
any salutary effect on the so far unchciked gret^ of moneyionders. ^ 

In my opinion the principal defect of the Usurious I.ioans Act is that the legislature 
has not given any lead to the courts as to the rate of interest which may he presumed 
to be exco^ive. This defet'i would liavo been rcmovatl if there had been a proviso that 
any rates exceeding Rs. 1-8 per menwom should Iw presumed to he cx<*essive imloss the 
creditor satis^s the court that in the circumstances it was not so. 

As the Usurious Ixians Act lias not yet Ihhui sufficiently triecl and siiflicicnl time 
has not lapsed, I would leave it alone for the lime heiiig. 


iipK. JUSTICB Db. Sib ShaU MUHAUlfAD SCLAIMAB 
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Mr. JITENDRA NATH ROY, B.A., LL.B., Judge, Small Caosft 

Court, Lucknow. 

RepU«8 to the qaestionnaire. 

Part II. — Indigenous Banking. 

I CAN say Bomethinf^ only about one class of “indigenous bankers,” iH, individuala 
lending money, and it is as follows : — 

There are many such bankers in Lucknow\ I have known two or threB instances 
in w'hich two or more persons entered into a partnership to carry on moneylending busi- 
ness, but it was not successful. It ended in litigation, each partner accusing the other 
of foul play. Some of these bankers are very rich. One banker, I was once informed, 
paid as much as Its. 16,000 as income-tax. There are others again who seem to do 
pettifogging businesn. 

Borne of the indigenous bankers combine other business with their own. They have 
generally a cloth husiness, or gold or silver business. If is not possible to give any 
detailed information regarding these without inquiry or examination of their account 
books . 

I liave come across cases in which an indigenous Lucknow banker would send his 
men and money to the interior of districts in Oudh at regular intervals and there advance 
loans to the agriculturists at their ow'n houses. I arn informed that such loans are 
8omctini(\q given to fKo agricnlfnrists to enable them to i)ay rent and purchase cattle and 
seed grain. Generally, liowcva'r, the borrower comes to the house of the hanker for the- 
loan. 

The most popular inolliod of advaming loan is the ugahi system. In this system 
the borrower would take an advance of, say, Ks. 10 agreeing to pay Rs. 12 instead 
(lls. 2 being on account of interest) in a year in monthly instalments of Re. 1, and in case 
of df'fault tliey would agree to pay interest on the money or part of the money remaining 
unpaid at the end of the year at the rate of six pies per rupee per month. When the 
hanker has to sue, he claims interest at six* pies per rupee per month from the beginning 
of the second year. This rate of interest is generally allowed in the small cause courts at 
Lucknow, and having regard to the want of security and the risk that the creditor has 
to run, I do not consider this rate exorbitant. T sometimes find that tlie borrower agrees 
to pay interest at one anna per rupee per month, i.c., 75 per cent, per annum. This 
certainly an exorbitant rate and is never allow’ed in the small cause courts. On inquiry 
I linve come to know that tlie creditors have generally to sue about 25 per cent, of their 
debtors hut tl>cv cannot realize interest at this exorbitant rate even from the remaining 
76 per cent, of the debtors who discharge their debts without litigation. They say that 
they find it difficult to realize interest out of court even at the rate of six pies per rupee 
per month. 

The next popular method of lending money is on promissory notes. Interest is 
generally tlie sanic, six pie.s [ler rupee per month. The promissory notes are payable 
to tlie creditor or order and are worded accordingly. 

Suits on bonds arc comparatively rare in the small cause courts at Lucknow. 

Money is sometimes lent on what is known as the rozaki system, i.e., in which 
the debt is discharged by daily payments. A man would borrow say Rs. 10 agreeing to 
pajr Rs. 12-8 in two months 22 days at the rate of ten pice per day, or in 6 months 16 
days at the rate of five pice per day, and in case of failure interest at six pies per rupee 
per month on the money remaining due at the end of the period. This method does 
not seem to be much in vogue. 

Money is sometimes borrowed by f)ledging ornaments. In such^ cases the interest 
charged is generally Re. 1 per cent, per mensem which I do not consider unfair. 

The indigenous bankers generally keep two and sometimes three kinds of account 
books. The first is the day book (rokar) in which daily transi^ctions are entered and 
Mr. Jitkndr.\ Nath Roy. 
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balance struck every day. Thia is generally laired out from a rough copy which ia 
called the kachchi rokar. The second is the ledger {khata). The third is what is known 
aa anguUia bahi. This is almost invariably kept by those bankers who send their men 
and money to the villages. The amount of the loan and the interest are outered in the 
book and a stamp of one anna is aOixed to the entry (when the amom^t oxeeeda K«. 30) 
on which the thumb impression of the debtor is taken. The wonting (d the entry ia 
generally to this effect ; — 

ke warn ugahi di rupdOyd 

tnahina wada pachhle ka biaj dar J dnna 

rupaiya miad 13 mahina (Thumb impression^” 

Since the inspection by the Chief Inspector of Stamps. United Provinet‘s, last year 
we have decided that (his i« an agreement and should bear a stamp of eight annas. \V«3 
have yet to see w'bat will be the efftvt of this decision on tlte prartie*' nf nnuntainittg 
the angutha bahi. 

There are no facilities for the clients of hankers in inspecting their aeeounts with 

them and generally they do not seem to csro to inspect the lU'counU. On very rare 

occasions we come across a case in which the defendant pleads that he .iMked fh<* plaintiff 

to settle his account hut ho paid no hoed, wliile the plaintiff would say tlial he asked the 

defendant to come and see his act'ount hut ho would not care. 'a 

One defect often strikes me in the dealings of iiuligt'nouft hankers with then 
chentele. The rnoniy lent at six pies pe r ruptM:- per month interest doubles itself in ilie 

wurse of about three years. Cieio rally about the end of the I lord year the' hanker gels 

the proii'de reneaved, sornetiims making a small additional adviinw and sometiinivs even 
without that 'rheii about the end of the Ki‘eond or third period of three years he would 
8UO ftjr double or tnlile the amount originally lent. All that (h«? pour igtMijrant villager 
remcmhcTS is that he took a h-an of say, Hs. 10, for which lie has now Sifc-|>AV lU. SO, 
and cofits in addition, and is perplexed a,s to how this could luippiUi. Hiiriilnrly. twe 

persons go to a hanker for loans. The hankiT advances some money to eiuli and geta 

two pronotcfi executed by }>otli treating one as the principitl dchfor and the other as wurety. 
The ignorant villager does not understand the liahilities of a Burety and oft<*n wonders 
why he has to |»{iv the moru'y horrowed by another. I do i)r>t consider if; desirahle that 
partv filiould leave flu* eonrt with a KUBpi(‘i<»n larking in his miml that he has not got iilisoliife 
justice. Tn rnv opinion the hanker ought h explain the fiituatjon rlrarly to his illiterate 
client before he gefn )oh fhund> iffipression < i a pronote or any other <lfK*umen(. in such a 
case. Tf is difficult let KUgu'esf any means y which this eari he <'nsure<l. I think Mome 
Ixmeni rnav he derived if the banker Ik* coi jfi*dled to add a memoraindum of tn'eount lU 
tho pronote or ree« ij»r and get rt signi'd or Ihumh impresBcd by the debtor, and in the 
other case to cxpresKlv note that onu of the debtors is a sundy and the <»!her tlu‘ principal 
debtor, with a certificate that the siluatinn haa been explained tlie dehlors. Aredleo 
defect tliat T notice is that rrreipta an* not aluays given to the dfditnrs for payment 
made. It Hometimes happen^, and esp<eiallv when the hanker sends his agents to a 
villaie to make real i/.al ions, fli'it a debtor pleads that lie has paid more than wdiat the 
books of the hnnker show’. Ffrfunately ‘c.irh cawcH are rare. T muHfc «ay in fairness to 
the rcfipcetahle bankers that (hev seem to Ic' scnipulouMly horfeMi in their dealings wnfh 
their clients. A pavmenf of even a nipe.e made out of court during the |.>ondeney of a .««it; 
is sure to he notified to the court even in er parte cases. But in order to ensuro that 
there may Yte no errors or deception hy tlw agents of a hanker, it is desirahle. that receipU 
should he invariably given for payments made liy debtors. 

— Defects in fdatutorij and customary law regarding refumy of debt. 

Question 1. — One of the prineipal difficultieft encoutitered by the creditor in endea- 
votiring to recover a debt hy proeesa of law is the claini preferred to, or objection xna^le 
to the attachment of property by a third party. A judgment-debtor can cau^e a great 
deal of delay to the recovery of the debt and aometimcR may even defeat the claim of the 
creditor by this simple device. Even after the objection is thrown out hy the court 
executing the decree deci- bolder may have, to fight out a regular Ruit. Exjwience lias 
ahown that more than 75 per cent, of such claims and objf3^*tionH arc entirely baseless, 
the outcome of a collusion between the judgment-debtor and the objector. In my opinion, 
Mb. Jitenbra Nath Kot. 
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if tbo objector be called upon to dej)osit some sort of security for the due performance of 
the decree in case he is unsuccessful it will have a salutary effect. We have an analogous 
provision in tin* Provincial Bmall Cause Courts Act (IX of 1887), section 17, vrben an 
application to set aside an ex parte decree or for review of judgment is made. I wotdd 
suggest that an objector to attachment may be asked to deposit security (preferably in cash) 
to the extent of the estimated value of the attached property or the amount of the decree, 
whichever be Jess. This will put an end to frivolous objections and a very annoying 
cause of delay to execution of decrees will be removed. I am not unmindful of the 
fact that it may cause some hardship in individual cases ; some ix)or man who is unable 
to give the security may suffer ; but then the law cannot be perfect and wo ought to look 
.-the greatest gcxxl of the greatest number. 

Another })rincipal difficulty is that in the case of moveables the supurdar occasionally 
would not deliver up the attached property for sale. The law as it at present stands does 
not ensure the speedy recovery of the attached property from the supurdar. In my 
opinion the eoiirts should be expressly authorized to arrest a supurdar w'ho docs not 
deliver up the attached prof>erty and send him to the civil prison if necessary, or to attach 
and auction Ins jiropmty. This will remove another source of delay and annoyance. 

We also ought to have a better class of persons to execute the processes in execu- 
tion eases. Bo long as warrants for attachment and arrest art' executed by ill-paid 
proc’ess- servers it is not pt)Bsible to get satisfactory results. 

Question 2. — 1 canutd. say that tlie Usurious Ijoaiis Act is a dead letter so far as 
the small cause courts of Tjiicknow are concerned. Here ihe interest claimed is often very 
high. Tl.e Kabuli moneylenders claim interest at two annas per rupee per month, t.c., 150 
per cent, per annum. Many Indian moneylenders often claim half the amount. In such 
cases the interest is invariably reduced to six pie.s per rupee per month. 

I canUlW thinlv of any defeei in the Act from the creditor’s point of vic^w*. From 
the debtor’s point of vi('w there seems to be one defect. The Act is not clear whether 
the court cun interfere in those cases in wliich the defendant by a compromise with the 
plaintiff agrees to ])ay an exorbitant interest. There lire eases in whieh the debtor seems 
to ho entirely in the control of tlie crediior and agrees to pay an exvirhitant interest, either 
for fear of displi'asing the creditor to whom he may have to go again for a loan, or as a 
consideration for getting instalments. lu my opinion the courts ought to 1)0 given powers 
to interfere in such cases also. 


(l"or oral evidence sec pages 403 — lOG.) 
Mu. JfTKNDUA Nath Kov. 
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ORAL EVIDENCE. 


Thursday, January 30, 1930. 


LUCKNOW. 


Present : 

Mb. E. a. H. BLtTNT, c.i.E., o.n.K., i.c.s., m.l.c. ... 
Dr. Kaduakamal m.a., ph.i). ... 

Kai Bahadur Baru Mohan Iml, m.a., ll.m., m.l.c. ... 
Mr. Mohan Dal Sah. m a., ll.ii. 

Rai Bahadur 1‘andit CJ. S. Utaduva, h a. 

Dr. D. C . Jain, m.a,, ll.d., I’Fi.D. 


r/{u»f»M n. 


^ Members^ 
Stcrttary. 


(iriin<rA‘5 : Mr. Jitkndua Nath Kov, u.a., ll.ii. , Judgr , Smull CaHsf (\) urt , I . mbnow ,} 

The Chairman • l»uve tultl us of Y<*ur t'X|K*rion<'*' about irHli|.;i*non!! baiikurM, 

but a judiuLi-l oliicer yuu liuvr told uh uoiuparut ivtly iiitb' about law. Wo bavo 

it tlcfiiiituly stated b} a otK»<i luuuy peoplo iliat <jtie of l)u> luam causes til bi^;b rjites 

of iiuer " t is tlu' diliu nlty int urred in rocoverin|.i deids. N o\i said Honudbiui; about iho 
suiiord ina'.c. courts' functionn, but i nbould like you to Udl u« more about, ibat if you (‘an. 
Tlie position as I umb island it i.s tliai it is oru> tlung Ut gel a dc< rt.c l)ut totally difiVrcnt to 

gel the money reali/cd. Could you give us some detail.s? Tlje chief dilTicuIty Miista froui 

tb(‘ stalT of proeeHs-servers. My idea is ibat these low paid ineri do not uork huI isfaetoiily. 
Tliey try to extort something fioiu thi.‘ lieeree ladder and soinetliing from the judgment* 
debtor. Cnie.ss get haiiiirs wlio are w< 11 paid and uho !ir<'. niori' icspi’idahle, the 

thing cannot be impn'Vt d. As jin example Ikav n |>roeess Her\ er can ballic' a decree Imlder 
— a warrant of attachment is isHu<d m the nazaritt. A poecc.^s furver i.s- siiDng thejxL 

He will go and inform the jiidgmcni (Iej){<,r that an attacliment will come on such and 
such dale, and wh<‘n liie firocess-.-ci \ ♦ r \m) eome. he will lind tlie diKUs shut . d'hat is tho 
rcxd of fl! i rouble in my opinion and uuIcsh you get a i*etOT clasu of jutmous as prcs'eH*!* 
aervers the evil cannot be remedied, 

\()U tliit'jk thi stall slu uld he considcrai>lv improveil aiui l-ctter |»a:d‘.‘ Not only l»etter 
paid but .should he <rf a iiciler ela.ss, l>e« a.us<? I liave licard tliat amnis in the Agra jirovinc® 
who, win re a |»rocerifi-serve!‘ will he Kafisfied witti fte. 1, d^ nutifd Kh. H. Tliere m only 
one bailiff in the small cause court, and one in tlu*. I'istriet Judge's eouri. I woulrl suggeBt, 
if poHsil))e, ti’.ere ought to bf‘ four or f;ve biiibtf.H in tlie- r-mail cause court m and an 

equal number for the civil courts. 1 Buppose that will remove h great caufo of annoyanen 
and delay. 

You think you can do with a Rmaller Btaff if if were u better stafT? — Y'S. 

Mr. Sah : Do you projx)se tbi.s »nly for Lucknow or for all civil coiirtaV- It ought to 
be for all civil courts. 

The Chairman : Ihit the amall cause court is the regular del>t collecting court. 
More cases of debt go into tin* small cause court than in any otlier. They corros|xind to 
the County Court in England? — Yes. 

These are the j/OBt-legal delays. How about the legal delays A not tier cauBo of 
delay is the objection preferred by a third party. The prop«‘rty of iho judgment deVdor 
attached ; he wants time ; he puts up Romebr>dy to file an objection who »ays the property 
belongs to him. Now as sr>f>n as the object if in is made we have got to fix a date, perhapti 
three weeks or a month ahead, and perhaps summons is not served and wo fjx another 
date. Now w^hen thc» %se is ready and v/e hear the evidence, we find that the whole 
thing is false and it was simply in collusinn with the judgxnent debtor that thia .was done. 

You have no power to reject an objtx^tion summarily? — We can only do so if it in 
put in after a great deal of delay; if at a belated hour a man cornea up with an objaction, 
we reject it. 

Mb. JiTRiTORA Nath Rot. 
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Mr. Sah : In this matter you have suggested that some security should be taken 
irom the objector. Will it not act very hard on the bond fide claimants? — I have already 
said that in my opinion it will cause some hardship. 

But you have said greater good wrould be done to the greater number* My point 
is that the method suggested by you in the matter of these objections w^ill act very hard 
n{xjD bond fide claimants, and then the decree-holders arc apt to take undue advantage of 
this provision of law, as objectors are taking just at present, when there is no such law. 
The law should Ikj such that bond fide claimants would not be denied justice. 

The Chairman : Possibly you might be able to find a, way of suggesting something 
to meet that difliiculty. The point I should like to make is what sort of objections are 
these? — Supposci some property is attached, a brother or other relation comes up and says 
that the property belongs to him and not to the judgment-debtor. It is only in rare cases 
that we find that the decree-holder is in the wrring and he went and attached somebody 
else’s property. 

In other words, the nature of the objtx;tion is mostly connected with the man’s 
personal law. I moan the objections arise on account of the peculiarities of tlie Hindu 
joint family system? — No, not necessarily. 

Can you tell me wdiat changes of law, apart from the security business, you 
would make so as to prevent this kind of thing? — I nt least cannot think of any other 
change in Jaw. 

We are left with the position that this statemt^nt is perfectly true, that so long as 
siatiitory and customary law make the recovery of doht difhcMilt, credit can never be 
cheap? — 1 think so. 

And you see no other romcHly for it? — Except for these two, viz., the one I have 
fiuggestod and tjic other that Mr. Mohan Lai Sab has suggested, I cannot think of any. 

Have you over used the TIsurioiis Loans Act yourself? — Oh yes, almost every day. 

But some say it is a dead letter? — Ccriainly not in tlie small cause courts of 
Lucknow. 

How docs it work exactly; in what circumstances do you af){)ly it? — It may jierhaps 
be said with some truth that now wc do not rcfiuire to use it generally, because as soon as 
the interest comes to, say, 75 per cent, we at once rcduc(‘ it to half. The Agha and 
Kabuli moneylenders cliarge two annas per rupee, i.e., 150 ]>er ccait. These people know 
that the court will not allow' more than six pics per rufjee, i.e., 117^ per cent. So if they 
go to court they take care to see that the interest is put down at six pies per rupee. If 
any stray cases come where the interest is usurious it is at once reduced. 

Is it always six pies? — In the small cause court, having regard to the risk that 
the creditor has to run, w^e allow six pies and it has l)ccomo almost a custom. 

In other words you regard the rate of 37J per cent, ns fair? — Yes. 

Because of tlie risks? — First the insolvency law'. A man goes to half a dozen money- 
lenders and takes money from every one and then applies to the court to be declared 
insolvent. There are other peo)>lo who have ned got any jiroperiy, and they lake loan, 
but wlicn the time comes for payment the moneylender cannot recover the loan; or some- 
body may die or Roinebody may run away. So these risks liave to be considered. 

Now the Insolvency Act is another matter in which the law is deficient. Can a man 
be declared insolvent if he says he is? — I should say that seems to l>e the law, and that 
seems to be the opinion even of the High Courts in a way, because tlio law itself says that 
if the court is satisfied, primd facie, that the person is unable to pay his debts, it need 
not take any further evidence: and thei-e are rulings that the sw’orn te.stimony of a 
man is primd facie evidence of his inability to pay. 

Mr. Sah : Can you suggest any modification of the present insolvency law with a 
view to making it more difficult? — I ahvays try to make it as difficult as I can. 

Do^yon find any defect in the Usurious Ixians Act? — In my opinion there is one 
defect. At present it is left entirely in the discretion of the coui;^ to determine what it 
thinks to bo a reasonable rate of interest. Now, you see that courts have got their 
own ideas. Some court is very strict and some court is very lenient. What happens is 
Mr. Jitenpua Nath Koy. 
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thi«. If the presiding ofiicer, who is very strict^ finds that a cretiitur has charged 37J 
per cent, he thinks lie is a Hliylcwk and would not allow nioix) than 12 per cent, or 0 {m 
ctuit. There is nothing in iho law to prevent and control such idiosyncrasies of courts. 

1, however, thought over the matter hut could not find how this defect could be set right. 

The Chairman : Possibly the solution would be to give S(»me delinilhui of usury iii 
the Usurious Loans Act. At jiresout I do not think there is any defiuiiion in the Act? — 
Yes, there should be something in the Act to show what should be ixineidertHl as a reason- 
able araounr of interest. t:k»mething can be said in favour of the creditor as w*clL What 
happens is this. A man goes to a moneylender and wants to borrow' some money. Tho 
moneylender says that he will charge two unnas per rupee por month. The iHirrowor 
agrees to pay that, knowung that if he refuses to pay that rate he will not get the loan. 
Tlie creditor advances money on this explicit underBtaiiding. Kow, when ho otuii' » to 
the court for the recovery of the debt his interest is substantially reduced. Thai is a sort 
of injustice to the crcdittir. 1 was also ciuisulenng this aspect of the question. When a 
man has definitely contraclcd to pay a certain amount of interest it should also ho taken 
into consideration in dotormining wliat interest would be reasonablo. 

Y'es, you might have some s(^rt of definition in the Act laying down that tha 
reasonableness of tie ariKuint of intercHt would depend on the nature of the security-— 
not exactly the Beeiirity offered btr the loan hut llie probability of the repayment of the 
loan, — (Witness) Ws, we have to take that into necoiint. ; 

I think that is the only method on whicli you may haso your rate of intere»t. — 

( As T have already said there is anotlier |H)int to be eonsid^ired, i.e,, iho amount 
that the deldor himself promises to |»ay. 

Hai Bahadur Babu .yfohan Lai : Do you think it will do if it is laid down in tho 

UsuriouR Loans A<‘t that m the matter of these personal loans or loans up to Its, rdH) or ho, 

interest at a fixed rale of om^ per rent, or per cent. hIiouIcI bo taken ns roasonahle? 

onld it not do hotter than lo leave the whole thing to iho idiosyncrasies of the courts? — 
That may do for loans uj) to Ks. rjtK). Put something should also he done for different 
classes of people. 

That may he multiplying llie ditficuUies. Up to Us. 5fH) or bo 1 per lamt. or 
2 per cent, may bo eonsidered n'asonabJo. 

Dr. liadhukamal Mukerjvc : Do you think tliat the dilTicuUy would bo bettor solved 
if a maximum rate of interest is fixed? 

Rai Bahadur Bahu Mohan Lai : That would again leave diHcrction to tho court. 

Mr, Sah : If a eommittee is formed in every district to determine the maximum 

rate of interest, do you think it will he helpful? — It is quite piSHible it may be helpful. 

Certain gentlemen of tho bar and certain judges may sit together and fix the rate of 
interest which such and such classes of pcrsoriH are to pay. 

The Chairman : Tlie whole |simt is that there ought Uj he Home Hort of defini- 
tion in the Usurioiis IjoanH Act. \Ve cannot very well go beyond that. It ia a matter 
for the drafrsrnen. Now tell me one thing. You apparently uwe this Act yourself freely. 
Is it your exjierience that it is used pretty freely by other courts in the province? — 
That uafortumitely I cannot say. I caniud tell you anything alxjul the otlier districts, but 
in the small cause courts judgcH generally use it in the way in which I do, that is to 
Bay. as as it is found that the interest is more than six pies per rupee it is invariably 
reduced to that amount. 

Bat Bahadur Babu Mohan Lai : In other places also, if the judges find the interest 
is more than 1 |>er cent., they always rethic© it to 1 per (jent per month. There is a ruling 
of the Chief Court in wliich the Hon’ble Judges of the Chief Court have hold that 1 por 
cent per month is a reasonable rate of interest. 

Rai Bahadur Pandit G. S. Upadhya : Ym h.ivc said that here the general practice si 
reduce the interest to pics per rupee. Can you tell me what is the practice followed in 
the other districts of OudL ?— T cannot say what is the general practical there in tho courts. 

I am talking of small cause courts.— There are only three judges here and they dp 
the same thing as I have said above. 

Ma, JiTEKBUA Nath Roy. 
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So far as we are concerned, even this rate of six pies per rupee appears loo much. 
I therefore want to know the general practice prevailing in other courts. — do not know 
that, but if you want it may be inquired from the districts. 

Dr. Radh<$kamal Muherjee : From the debtor’s point of view you have jointed out 
one defect. You think that it is not clear in the law whether the court can intertoe if 
it thinks tliat the rate of interest charged in a compromise filed in court is very exorbitant. 
How will you deal with it? — Courts have been given i>owcr to interfere even in ex parte 
cases if the rate of iiite^rest is considered to be exorbitant. The Act, however, is not clear 
in regard to cases where twT) persons come to a definite understanding and file a com- 
promise in court agreeing to pay a certain rate of interest. We cannot interfere in such 
cases. 

Rai Bahadur Bahu Mohan Lai : In the case of pronotes and bonds there is a clear 
agreement to pay a certain amount of interest, but you have got power to reduce the 
rate of interest, if the court considers that the rate agreed upon is exorbitant. How do 
you sny that the court cuinnot interfere if two parties agreed to a certain thing? — If the 
Act W'erc before me I migh be able to show that it would be possible to reduce the interest 
in the ease of a compromise. The law is not clear on that point. Suppose the debtor and 
the creditor come to the court and say that they have eornpromised between themselves 
and that the debtor agrees to pay a certain amount, how can the court interefere? In the 
case of . pronotes and bonds the debtor when in court refuses to pay the interest at an 
exorbitant rate in spite of the agreement. 

TJie court has been given discretion to reduce the amount of interest and it can 
very well say that it would not baneikm that compromise? — I think the law ought to be 
made clear. 

Dr. Radhakamol Muherjee : If you add in the Act the case of compromise, do you 
think it would make the position clear? Yes. 

The Chairman : I think the Act ought to be amended from top to bottom. 

Mr. Sah : You say that the court should be given power to arrest the supurdar for 
refusal to deliver the property entrusted to him. Has not the court already got powder 
to arrest the supurdar for contempt of court? — It is very doulitful. 

I remember a case in Agra in whicli a supurdar was arrested. — ( IFi/nes.?) The 

Hon ’hie Judges of the Chief Court do not seem to be favourably inclined towards this 

view. I had a talk with some gentlemen here and it seems that they do not think that 
the law authorises this procedure. They have provided tliat the court may appoint tlie 

supurdar a receiver. If the supurdar does not. give the property, I appoint him receiver and 

all the provisions of law in that connexion will apply to his case. In any case we can 
only attach his property and cannot arrest him. Tf we ('an arrest him at once, tlie 
difficulty will be solved. 

Would you favour the idea of (‘stablishment of special courts here similar to Courts 
of liequest in England, whicli wdll not have jurisdiction beyond Bs. 50 or so, ho that the 
total law charges may not exceed Rs. 2 or Rs, 3? — (TrifTie.*?.?) who will be the judges? 

Like those of small cause courts. — (Witness) Like village panrhayats or honorary 
munsifs? 

Yes. — I do not favour such courts. 

Not even honorary munsifs? — My e^pperience is that their work is not satisfactory. 

The idea is to reduce charges of litigation. At present for the recovery of Rs. 20 
or 26 a moneylender has to spend Rs. 5 or 6, but in a court like the one I have suggested 
the charge will be very small. — But that can be done even under the present 
circumstances. The charge can be reduced. 

There is the question of delay also. — (Witness) I would say that it would be far 
better to add to the number of judges who are present working, than to appoint a new class 
of judges from untrained persons. T am not in favour of appointing as honorary munsif a 
person who may be in the good hooks of a high official. I suggest that the present num- 
ber of judges should be increased and they may be given special powers. 

If trained judges are appointed, would you still disfavour the establishment of courts 
such as I have suggested? — ^No. 

(The Chairman thanked the witness, who withdrew.) 


Mb, Jitendb* Nath Rot, 
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Dr. ABUL MAJID MUHAMMAD ABDUL AZIM SIDDIQI, 
M.A.,- LL.D., Additional Subordinate Judge, Lucknow. 

Replies to the questionnaire. 


I.— AgU 1CVU.TITH\L OKKDIT ASD Cllf-miT FACll. ITU'S. % 

Part /I . — Agricultural borrou'ing for purposes of production. 

Question 1. — Thh agrioulliirist goncrally borrotvs from tho village iiiormyloiuler. 
Co-operative scK'ictics have been estal>li8hct] ami every effort is being made to infuse 
among the agrieulturists tlie spirit of co-op^'ration, but it appears Ibst, owing to tlie 
lack of proper training and also owing to iinfaniilinrity with the Hysteiu, the agriculturist 
has nob full tnist in it. No doubt the early disasters of some of the co opi'riit ive sOiMoliee 
are at the bottom of this inistriist. It will bi‘ some time brfore the ngrieult iirist can 
make full use of the co-oporativo system and give up the village monevlcndor. 

Bo far as 1 know (i) repayment of earlier debts, (li) paymeni of accumiilatod 
interest, (iii) marriage and oilier swial functions, (iv) famine and other kinds of distress, 
(Vi payment of land revenue or rent, (vi) seeil, (vii) inannre, and (viii) expenses of ewh 
ti\ation are gt'nerally responsible for the dcbl^. T^itigation is nol so rampant amongst 
the agriculturists as a rule. They prefer to get the matter decided l>v lh(\ pouches of 
tiieir community, and very few of the lower cltiKsea of the agricuUurifits have the means 
or the Uiclination to resort to litigation against the .rnmhidar t r t!»c mlluential villager. 
Agricuiiural improvements are also not responsible t(» any gnat cxlent. The agricul- 
turist no doubt sinks a well now and then but tliat is not a eDwtIy aiTtiir wifli him. 

The village iiKineylender provides at least Hit p<'r cent, cf tlu' mtiney to the agri- 
culturist. Government taqaci in resorted to <uily during famincM or years of bad harvest;; 
and ibe cn-npenitive banks may, now after tiuur <li‘veIoped idheienev, Ix' provirling some 
20 or 15 j)cr cent, of the money. 

Question 2, — The rates of interest ehargtsl by the village moneylender are no doubt 
exorbitant. I understand a doduelion is made at the vuny outset. I'or inHlaneo, if 
Rfl. 60 are advanced, the pronoto would prr*b.Tbly b»*. for Hs. 55, Hs tj being the advance 
interest for the first quarter. On tlie repaynient of loan, as wril as at. the time of advanc- 
in;, the loan, other incidental charges ar<' made in the name jff (’linrity, Kiieh hs a coniri- 
buiion for gaushala, etc. 

QuMtion 3. — I under.sland in the rnulnr of seenrity that the standing erop beara 
the bnint to a great extent where cultivators are concerned. 1 ’ledge of ornamenta 

IB also favoured by the village moneylender. Pledge f)f implement. s i.s resorted to by 
the zamindar as a means of insuring payment at due tim*’. 

Question 4. — Creditors seldom rescjrt to the Si If In^lp seeirtH to be t;h« 

guiding principle. The village moneylender duns his (nxlitor to nn extent that tba 
latter finds it impossible to evade payment. The vigilaneo of ibe niom jbmder is credit- 
able. No sooner ho learns that a deb?/ir is receiving any monev from the sale of hia 
crop that ho is there to have his share in the money, and tliere is no doubt that this 
aystem has proved very Buccessful, and the village moneylender seldom pcncn to court. 

The agriculturist ha« not tlie means to know the rate of grain in the big marketfl, 
but I beb'eve he knows generally the rate prevalent in the villager* where rnarkeU are 
held. But in apite of knowing this he has to accept the rate suggosted by the rooney- 
lender which is no doubt favourable to the moneylender, to some extent. Better educa- 
tion alone can inculcate biisineBslike metho<ls of raising capital for agricultural purposes 
and making profit out of it. At present b<jrrowing money is an evil which is resorted to 
by the agriculturist to avert a pressing evil, irrespective of future consequences. It .a 
a scries of makeshifts, debt borrowed to pay off a former debt, and so on. 

Question 5. — I have no idea of the working of the taqau system. My impression 
is that whenever tagavi is distributed there seems to be a scramble for it. It is r^igarded 
as a boon in the gift of the paticari of the village who recommends the cnltivator for the 
tagavi, and no doubt his favour is much courted by the agricnltarist on such occasiona. 

X>B. Abul Majid Muhamvad Abottl Azim Bmoiqi. 
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Pandit RAJ RAJESHWAR SAHAI, Subordinate judge, 

MuzaflFamagar. 


Replies to the questionnaire. 

1. — Aoricui.ti’ral crkdit and credit facilities. 

Parj’ a. — Arjrlculf.nral borrowiyig for purposes of production. 

Question 1. — I think the agriculturists in this district mostly borrow from the village 
moneylenders and the bullock dealers. 

In iny experience Mie amount is mostly borrowed for — 

(i) repayment of earlier debts 

(ii) payment of accumulated interest 

(iii) marriage and other social functions 

(iv) subsistence 

(v) Seed 

(vi) purchase of plough or other cattle 

The whole debt goes to the village moneylenders and to the biilkxrk dealers in 
equal proportion ; and most of it is incurred in cash or in purchase of biillockB. 

In tliis district grain is seldom borrowed. 

No money is borrowed for a short period. It is borrowed on bonds or pronotes or 
hahi entry, and suits are filed generally within throe years. 

Question *2. — For ail loans interest is charged between 1 to 2 per cent, monthly. 

The rate is mutually settled when the loan is advanced, I tliink, considering the difficulties 

which the moneylenders liave to face in realizing the debt on executing the decree, and 
the circumstances under wliich they take the risk of advancing the loan, the rates of 
interest are not exorbitant. , 

I know’ of no other charges incidental to flic loan. 

Question 3. — In borrowing for agricultural purposes no security is generally given 
and simph* bonds are executed. 

Tt is not correct to say that the better the title to land the greater the amount of 
indebtedness. I think the tenants are more indebted than the landlords. 

I think the amount of debt secured on land mortgage is decreasing since the passing 
of the new Agra Tenancy Act, and the debt advanced on land mortgage is about one- 

fourth as compared to Mie unsecured and otherwise secured debts. 

Question 4. — The usual methods of conferring payment from agriculturists arc by 
attachment of crops and nuivahle property as well as by arrest. 

Question 5. — I think the cultivator freely borrows taqavi for seed, cattle or agricul- 
tural implements, but not for building tanks or wells. 

The cultivator generally borrow^s taqavi during famine years only. 

I think no sufficient attempt ii? made to find out deserving men to whom to advance 
taqavL A little more personal attention on the part of the revenue officers concerned will 
improve the taqavi system. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — There are banks at- the headquarters but not in the tahsils and villages^ 
and therefore the public has facilities to obtain cash at the headquarters of the district 
but not in the villages. This defect can be removed by having branches of the banks in the 
villages. 

Question 2. — Negotiable instruments sflford much facility for remittance of mon^ 
and play an important part in tlie internal trade of the province. 

Pandit Raj Rajebhwar Sahai. 
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Question 4. — I think if the stamp duty is reduced^ the use of bills of exchange will 
be extended. 

Quesiion 5 . — Keduction in money order charges^ insuranee feoH and jxmtal ehargei^ 
for letters will, I think, improve the post ofiice agency for handiing internal remittances. 

Question 0. — The hunJis current in this district are now mostly payahlo on presenta- 
tion, and the words “pay to Ku|>ees t»n pieH(‘ntaium nf the iiunt/i 

for value rtreived hv uft“ are generally ustnl by tlio firm executing dur.Wjatii /noif/i#. The 
other forms of fiutniis are being avoidtHi since the increase of the stamp duly. 

I think the Negotiable Instruments Act is gtxul enough and reijuues no umeiulment, 

Hnndis in this district are generally hold by merchants or comnussiHn a^ji'iits and 
pass freely from hand to liand. They are diseount^Hi in tlus district as well as ui tho 
neighbouring districts and are also sent to Delhi, Calcutta, Itombny and other trade 
centres in India, 

Que.'ition 7. — The person who is asked to advant*e on raihMiv reveipts or invoices 
doubts if the goods inentionch therein will he safely delivered to him afi seeurity. This 
difhcultv can lie removed if tlie niilway auiliorities. tlirough n iluly authorised agt-nl, are 
prepared to certify that tliev safely hold the g<«'<ls in their eliarge. 


Pakdit Kaj Kajeshwae Sahai. 
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Pandit YISHNU RAM MEHTA, M.A., LL.B., Officiating 
Additional Sessions Judge, Benares. 

BepUes to the questionnaire. 

I. — Aobiculitoal credit and credit facilities. 
rarl A, — Ayricultural borrowing for j^urposes of production. 

Question 1. — Ordinarily, the iigricuituriHts borrow money from the village money- 
ienders or nioncyloiiderH residing in towns close to their villages. 

They generally borrow nioiiey for one or more of the purposes mentioned in 

the. questionnaire. It is often noticed that tlie j)ur]K)seft for which they borrow money 

are not rnentionod in the document by which the. loan is incurred. In a good many 

cases agricultiiriHts borniw money for payment of rent or purchase of seed, or bullocks, 
and oflen for repayment of earlier d(d)fs and interest. 1 haVc not seen many instances 
of loans for sinking of wells, or digging of tanks, or for agricultural improvements of 
other kinds. 

It in very difficnlt to say in wdiat proportion debt is incurred among the different 
pijrpoHe.s jnentioneri in the questionnaire, l>ut it can safely be said that at least CO to 
70 per cent, of the lota] debt is borrowed from village moneylenders or moneylenders 
living in towns. 

Suits for debts incurred in grain are not so common as those incurred in cash. 
Tl)o reason for this may be that grain debts arc paid off in kind soon after the agri- 
cultiiristB reap their harv'cst. It is, therefore, difficult to say what proportion of the 
total is incurred in cash and grain. From the number of suits brought in court one may 
say tliat more than 00 per cent, of the debts arc incurred in cash. 

Hhort-term loans are generally incurred on promissory notes, which are generally 
payable on demand. In bonds, which generally come to courts, it is not unusual to see 
n period of one to tliroe years mentioned as the time for paymcnl. 

Question 2. — The usual rate of interest charged by the moneylenders for cash 
advances is Ks. 2 per cent, per mensem. Sometimes it is more, but in a few^ cases 
it is less than 2 per cent. This is when no security is given. On very small amounts 
interest at Rs. 3-2-0 cent, per mensem is charged, but the rate of Rs, 2 per cent, 
per mensem is common. For loans in kind for seed the usual covenant is that 25 per cent, 
more grain wmuld be returned at the time of the following harvest. This 25 per cent, 
is the interest till the period of the next harvesting season. Ko other loans in kind are 
usually noticed in courts. 

The method of calculating the rate of interest, by moneylenders is in accordance 
with tlie Hindi calendar, and in some years, which is generally the third or fourth year, 
interest for 13 month.s is charged, because that particular year has 12 ordinary months and 
one intercalary month. 

In the rase of agricnlturists and labourers in cities and villages there is generally 
no security and moneylenders have to take a lot of risk. They often lose some part of 
tlie interest or both the principal and interept, and, therefore, I think, the rate of 
2 per cent, per mensem is not at all high. But I consider the rate of Rs. 3-2-0 per 
cent, per mensem exorbitant. Although there is a law, which empowers the court to 
reduce the interest or re-open a transaction when the interest claimed is excessive, T 
think that the courts should have power to still further reduce the rate of interest in 
cases wher^ a debtor is willing to pay immediately the principal and such interest as the 
courts think reasonable. Under special circumstances of the case the court should have 
power to order a debtor to pay the amount or the principal plus interest at a reasonable 
rate to be fixed by the court at once or within a specified date, which should not be long, 
and in case of default he should have power to order that the larger sum named would be 
payable,. My reason for making this suggestion is that moneylenders insist on obtaining 
a dt^ree for the full amount claimed by them as principal with interest, as they are 
afraid that some part of ft may not be recoverable. There would be no grumbling if they 
knew that the amount due to them with reasonable interest would be payable by a 
particular date, and, in case of default, they would be entitled to recover a larger 
amount. 

Pandit Vishnu Ram Mehta. 
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It is well known that niouoyleiiilers ofu'ii deduct some luonev for thoir aervanta or 
for soma charity or religious objects like Kaiuhia, etc., and siu\»eiliing for payment to the 
scribe ol a bond or a promisst^rv note, although these tmillers are stldvuu mentioned ia 
'Courts. 

Question S . — The usual secnrity given by lK>rrowers is of laiul nuuigagc, or house 
property, or ornaments; hut a gn^at majority of loans arc witliout *-avurjty, and these 
^ocumeuts are liie subject of a goini many suits whiclt cttiue to sjuall cause courts. 

Question t. — The most common metluHl of eufoit sng i>aymeiit debt.'* uu urred }>y 
agriculturists is hv arrest or .ittacliment of thoir muvahics and iigruuhuiul piodiiec i r 
stand iug crops. 

If a cultivator who has iHirnoved gram, is imahlc to pay at his mxl liarvr'sl, as 
covenanted by him^^ and if lie has money t<» pay oil' Ins erediior, he generally pays Iho 
price at the market rate. This is about the Ha4ne as the prevailing mte m tlic villages 
concerned . 

Qu esfion 7. — It is not unusual in eastvs that come to eoints that iliey an' d<fendrd 
on the ground that the creditors ohltiincd llie siguiature m ilminh inipressmn of the 
lx»rrower on a blank sfamj) paper or on a papt'r. In soim' eis .es ihi-^ unrii'uhiedlv is a 
true defence, ajlhraigli it is ve*ry difiuuit fe» prr>ve it. I'lu^ reason fitr this is th.it hi-rrowern 
do |iOt^ take c.are to see that all the fiuinalitirtt lu'cessary for horrouing inono\ an- eoiio 
plei^' before mom'y is aetmiily taken by them. The erediii-r.s, ton, do not lak<' i nri' nlauil 
thi.s. In a good many sueli tast's the serihe or witiu'SKeH for altestim; ilornnu’Uls t*) he 

written arc not present at all when money aetnally ])af-seH hands. Thr )m-i rower, in 

ord(‘r to prove a de^« n e like the one mentioned above, must of lU f esa.il \ hy i<> }>ro<luee 

perjured evidf iiee or not press hi.s defence at. all. In ordi'r to prevent any fraud it sceinfl 

proper that some provision should he made compelling tl\e »r<M]itorH to loep vij» prnper 
Accounts, and also to get their bonds at tested hy some juihlie oOieiT liki' a sub registrar, 
A small fee might Im> fixed for this pnrpfisc so that fliero might not lx* any difl’u nify 
in carrying out the proj^osal on finaneial grounds- 

Part J. — Internal remittance and negotiable in^t rumetits . 

Quf.'ition f). — r am attaeliing a sarnjih** of a hundi which sho^^ s the wortling f)f a 
hundi which one cdlen come.'' eerosx, JhnidiH drawn by traders or merehants are eithiu' en 
Borne other nierclnrnt auay from the j)laee r»f rcHi»lenee of the driiwir, or dni\Mi on somn 
man of Uic same loeality, to obtain linanec or piK't* of eommmlit iis K(»ld, 'riie rate of 
interest is siddom mentioned in fucIi hundm. Where money is borrowed on such bundit, 
payalde after a fixed period of nay -10, 00 or 00 days, the person who advances (he iiu»n.’V 
deducts interest at the prevalent rate euiTcnt at thnl time from the amount that he 
udvauccs on the hundt, 

Hundis are often held by middlemen or coiTimisHion agenliO They are jvfTHona 
whose business it is to juircl.ase hundis f»r to cash Ihcrn on c(»inmisH!on. 

♦Not print ed. 


I’anoii Vjsnxu Ram MtHia. 



( 412 ) 


Mr. N. B. DEANE, Deputy Chief Accounting Officer, United Provinces^ 


Replies to the questionnaire. 


HI. — iNVKSTAIIi.ST HABIT AND ATTBACTION OF CAPITAL. 

B. — -Cheque habit. 

Question 4. — Officers in tlie United i/rovinccs who lire entitled to draw bills for 
their individual claims are now, under the scheme of sciiuratioii of accounts Trom audits 
paid by chetpies. J liavc tested the effect of this change in procedure in the Laud 
iioveiine and General AdminiKlration departments which deals with the largest number 
t)f such f)fficers. In April, when the scheme was first started the number of 

officers who asked for their cheques to be paid direct into their banking account was 
63. In February 1927 the number was 87. It can, I think, bo assumed that ail cxffioots 
who had Imnking accounts originally, asked for their cheques to be paid into those ac- 
counts and, therefore, the increase in the niimher now requiring payments into banks 
has resulted from the Oj»c/ting of accounts wliich were previously not in existence. Some 
of these new accounts iniiv lie due to the fact that liranches of banks have since been 
opened in places where they did not exist previously, but I think it can fairly be claimed 
that a very big percentage of the accourils have been opened as a result of receiving 
cheques in payment of claims. T think that the experiment might be tried of extending 
the privilege of receiving individual chcqiit's to the class of govenunent servants who are 
III jirescnt not entitled to draw th(‘ir own hills. I would limit the privilege to those who 
are in receipt of a pay of Rs. 200 and over. 

There is one factor A\liich militates against the smaller men opening banking* 
accounts and that is tliat some hanks stipulate the maintenance of a minimum current 
account balance. It is, I think, very desirable to remove this condition. It is a rule, 
I imagine, that is seldom enforced, once an account has been opened ; but its existence 
certainly tends to discourage accounts being opened. 

Question 5. — While it is possible for the illiterate man to open an account with 
the bank and to pay in and draw money on personal attendance, it would be extremely 
difficult to arrange matters so that he could derive the full facilities of a banking account 
in the same, way as a literate person. Some system of coupons might he possible but 
tins would probably involve more precautions than the account would bo worth. I doubt 
whether any bank would welcome anything but a deposit account witli an illiterate 
person. TJiere is, I tliink, a large enough field for the promotion of the banking habit 
nmoiig the literate classes without troubling at present willi the illiterate. 
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Mr. P. M. KHAREGAT, I.C.S., Registrar, C<H>peratife SooieUea* 

United Provinces. 


Memorandum on adrieuliural flnanoe and oo-operaiive banka. 

The ordinary cultivator in the province iv<juires finaiiie IxUb for carrying on 
Ills agricultural operations and for tin* rnaintt'aaucc of luiiiHeif and h's faintly. Ilia 
principal requirements are for f<K)d. clothes, seed, labour. bulltx*k«, n nt and oilier mis* 

Gellaneous expenses. The amount ut'tuaily required in eusli is, hov\ever, not very large. 
Thus the expenditure in rush on bsKl is u.suully not heavy; for, luoudly speiiking. it 
may be said that eotten, late riee, sngureane and vvlu^u are tlie piineipal crops j'old 

for cash, while the nst of tlie pitsime is iciatned for fiH>d pur|s»ses. Again, scini 
sufficient for his o\mi requirements is often snared by the eiiliivat**r fruin liis own 
pnxluce ; more usually, h(ov<*ver, be <*btai!is it at seeil time from a neighbounrtg dealer 
on satvait that is, JJ times the anuMini of seuJ taken is re[wii(i when the harvrst is ready. 

only (x’casionally tluit seed lias to be purchased cash. Further, tlie greater part of 
laf Sour required for cultivation is usually supplied by tlu* cultivator and bis own family ; 
neighbours also sornetiines help each other for lie jMrrjKise. I'xtru Ifilnuir has how- 
ever to be employed almost invariahly for npeeial operations nueh as ilu* transplanting 
of rice or (he harvesting of erop.s ; whenever possible, ]>ayment is nuuie to tliese biliourers 
in kind, though c»ften they have to be paid in cash. The rent has usimllv to be ]i!iid 
in cash from the money obtained from the hiiI»- <»f tbi* eroyis ; Mtmetiines, iiowevcr, the 
inouey »o received is used for (ho rej»a>in<'nt of loans, and tlien frc'di lorms are taken 
to pay tlie rent. Uulloi'ka are ordinarily )>urebased eitbi'i fr«mi llie pror- eds of the. 
fjale of cr -ps or from money borrowed for (lie purpose, In some places, however, tliey 

are obtaintd on credit from itinerant dealers, the money to be paid when the next 

crop is ready. Naturally the pri<e paid in .such eases is mueb bigb'r Ibiin that for 
<*a8li purchase. Similarly, elotli is also ofti n pureha u d /»n » redil and a very high 
price paid for it. 

2. Idle sources from wliich the money reipjired for tin' various juirposi s is 
•obtainox], vary considerably. Small amounts for ineidenia) (?\p</iH‘'s an* ofttui luniowed 
from friends and relations. For somewhat Iarg*‘r sums, (ho iliner.'inl FaMiari or Fuifild 
nuiinyvlender lias established himself in many Joealilies. He advarues numey on pnie 
iieaily no seciirily and witliout ever taking anything in writing; bf llier'fore eharg«-H 

a very liigh rate of intert st and obtains repayment of prineipal and inh rest l»y fbioatH 
and deeds of viojeiu’e. ll is only lb- \ery |»oor who go to him. I’be Ixttir cduss <.f 

cultivator deals with tlie resident village nmneylejider. who is a more i e.'q^eet able indi 
vidual and often Imppen.s to i»e the landlord himst If. A loan is rarely given by liirn for 
any fixed period; a niindjfie account of r* j>aynif*ni i and udianecH is kej»< Ity the lendtT; 
the hornover, l;eing illiterati , knows Iittb* alw.ut tin* jocfnint or h»ov the iuteresi is 

•calculated and has to accept tfio word «-f the lender an t<* how much is ouiHtiinding at 
any time. Wlien the landlt.u'd does inoneyleuding li/i?' :lu- j(ddni<m«i advxntngo tliat 
he can credit all juiyrnents imub* t<» hiiii to tie* baui nipl interest .(c.-fiujd , leaving the rent 
in arrears; be thus bus nn additimial held <in the l»orr<iW(*r. as be can iilwiivs fuie bun 
for arroarB of rent or distrain bis eroj instead of having to file a eivil «uit for 

the recovery of the loan. Tlie rat,e* of interesj < barged by these monevlenders varies 

with the security available; the usual rate is 24 per cent. roinp<aii}d intercHt. though 

quite often it goes up to 37 J j>cr rent,; where there is greater Hcruritv in the »*linpe 
•of landed 7 >ropert,y the rate drops to 12 per cent., and when firoperty is rnorigagod it 

may be as low a.s 7.J per cent., though tl j>er cent, is more usual. What tells hardly 
on the cultivator, however, 1.4 not so much the rate of interest lf> l>p 7 >aid, as the 
fact that the occount.s are often not kept correctly and he ean never be »*erliiin as to 

how far the amount shown against him is really due. It is not unimnal for him to 
find that in spite of constant repayments the loan has, in a very few year.s, doubled or 
trebled itself, for the intent is always added on to the principal every month or every 
six months or every year as the case may be. Once a large aruoiint »» borrowed by a 
cultivator, Tt becomes very difficult for him to extricat^j himself from the clutches of 
the moneylender, and the latter takes good care to sec that he is unable to do so by 
manipulating tlo areourq^i. Tf is sometimes said in his favour that be oocastonally 
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remits part of iiis dues, this, however, probably only means that he usually tries to 
take more than his dues. On the other hand, however, it must be admitted that ho 
often suffers losses through default and finds great difficulty in recovering his money ; 
and there is always the prospect of the whole of the debt being lost to his heir in 
case of his sudden demise. In order to safe^ard himself as far as practicable, when 
he advances large amounts for the .cultivation of expensive crops such as potatoes 
or sugarcane, the moneylender often enters into an agreement with the cultivator by 
whicli tlte crop is sold to him in advance at a price so much below* that ruling in a 
fixed market on a fixed day or on the day when the crop is delivered to him; the 
loan luivanctcl is thus treated simply as part payment for the produce. Occasionally the 
agriculturist hands over the whole of his produce to the moneylender w'ho sells it and 
adjusts the money received in settling the accounts of loans borrow'ed in the past; a 
certain iKU'tion of the previous loan is always carried forward and shown as unpaid ; 
he, however, keeps on advancing frcslt loans or grain for food as the case may be from 
lime to time for the needs of the cultivator, to be adjusted again at the next harvest. 

cl. Village moneylenders ordinarily confine their activities to the financing of 
agriculf urists for their routine operalions, and rarely encourage capital and permanent 
improvements. Practically the only form of improvement undertaken on an appre<i|^ble 
scale hy cultivators in this province is llio eonstruction of wells. They are financed either 
by taqavi taken from Chivernmeiit or from the savings of the cultivators themselves with 
the aid of small loans from others. 

4. The best organisation for supplying credit to the cultivators is, or at least 
should be, the village co-operative society which charges a lower rate of int-erest than 
the moneylender and maintains clear and public accounts. Unfortunately, they have 
not made Huflicient j)rogrcs8 in this direction for a variety of reasons. To some extent, 
the bdter class (d cultivalor is frightened by the bogey of joint responsibility. The 
chief reasons, however, are that accounts have not always bct ii correctly maintainod ; 
that the members have had to put up with a great deal of personal inconvcnienc-e and 
even indignity; that lliey cannot get sufficient money for their requirements; that they 
have often to wait a long time for it; and that they are not educated to the necessity 
and importance of juinctuality in re})ayment« and prefer the more accommodating policy 
of tlio moneylender, forgetting its ultimate c<»n8equenccs. At tlic present time, in a 
great many eases, the moneylender and the co-operative sociefy flourish side by side, 
the cultivalor using both to suit his convenience. He obtains part of his finance from 

the society and the rest from the moneylender. When tlie crops are ready there is a 

regular tussle between the landlord, the moneylender, the supplier of goods on credit and 
the co-opi rative society as to which of them should get their dues first, as there is 

nob enough to satisfy all. In many cases, co-operative societies liave made agreements 

with landlords that tludr own dues sliould be paid up first and tiiey wfill immediately after 
advance fresh loans to pay off the rent; but it has often liappcned that, with the with- 
draw'ul of the landlord from the scene of the conflict, it is not the co-operative society 
wdiich has gained Iml others who arc on the spot. Very often moneylenders recover their 
dues first and tljen advance loans themselves to the members of co-operative societies — 
usually at one anna in the rupee per month or part of a month — in order to repay 
the dues of the societies, and take back their money as soon as fresh loans are given 
to the members by their societies. In spite of all these defects, however, the fact remains 
that the existence of co-operative societies has often succeeded in bringing down the 
rates of interest charged by moneylenders in the vicinity. In a few* cases village money* 
lenders have joined co-operative societies and placed their own money in deposit with 
the societies for financing the members. This tendency was however strongly dis- 
couraged by the cooperative l)anks to w*hich the societies were affiliated; partly becanso 
the moneylenders continued their private moneylehding to the members, and dominated 
them in virtue of their position in the society, and partly because the banks had surplus 
money which they wdshed to lend out to the societies themselves. In 1928, only 1*84 
lakhff were borrowed by co-operative societies from individuals, as against 55-14 lakhs 
taken from co-operative banks. Opinion in the province is at ))resent divided as to the 
advantage of village societies depending on local moneylenders for their finance; on 
the whole. how*ever, it is considered that it would conduce to the benefit of both the 
moneylender and the society, provided tho former gives up his private moneylending and 
is not allowed to dominate the 8(X‘iety ; for the society will be rid of his competition and 
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get the benefit of bis advict* aad oxjicrieuce, while the moneylender would have greater 
security. It must be admiiUxi thai^ withoui the aui of ibo village moneylendcir, it 
would be irapossiblo to finance alt the agncuitural i»peniiu>us of the kvality, Tlio 
best solution* therefore, is to fit him into the w-orkmg of Uie co' 0 |.H'rative movement* to 
the mutual benefit of all ciuiccrned. Simihirly, dealer** who udvaitee gunls on credit 
might also be fittt^d inio the eo*t>perative system, if they eould he made t*i \v«>rk <ui behalf 
of eo-o|)erative stu'ieUes and m eonjuiiclhui with them. Last Y*ar » sucec^^.sful attempt 
wras made in a very small area to grapple with dealers tai ertnlu in eloth by pmehasing 
cloth m bulk fi*r the momhers of local co-i>peratne Htieiete^s and treating the value 
of the (doth sold to eiudi memlier as an additional loan to him from lus t)\vn '^(H'lety. 
It should not lie very dilVnult to develop this .system, using tlie doubr itiiUHolf (o do 
th© work (|)resutinng him lo be honest) (mi belialf of the eo-o|HTulive socielicrt on a 
small renuincraiioii. It, must, hovvtner. be borne in mind tliat any real improvement 
in the linanee of agi iculiurisis by eo operative met bods must depend on them<elvt>s 
and on tlieir own edueation and must tlierefnre be :i slow pnsi'ss, 

5. But even tlien oiu' luudaineaiai dilfioiilty will rem.iin. If Uie produce of 
a cultivator is insufficient to maintain himself and Ins funniy, after meeting the 
expenses of cultivation, there eun be no sound system of finaiieing him. thilv a 
BptH'iiluiivc moneylender eau do the work on the otT ehaiu'* ihul there will now "and 
again be a bum|KT crop w lneii might eompensato him in j>art for losses in other x'ars ; 
but it is difficult for a eo-operativo s<K‘iely to finunee him. it is !u»t Kuggeste<i that 
this is aetiiaily lh< condition of the ordinary (ultivaior; but a eonsnierable j>ro{sution 
of the piKjrer cuilivators arc Biieli that: iliough iliey can just siilisist in ordinary 
years, as suon as llicrc is niiy unforcKren <alamity to the crnj>iii dj in the family, or any 
Special cxj)t iiditure ban to ht* incurr«H.l, tlic. expt'nscs in sulisiMpient years tend to exceed 
the income, as the interest charucs and the loan instalments that have tn l>e repaid are 

additiomd t xp* nses. A (o (.jicrative s<HUcly that ileaK hugely witli this class of cultivator 

can hardly exptet to he really suecessful in its monevlendiiig uclivities. It can, however, 

help to develop ri liahit of thrift and foresi. ht, for whicli constant eiluciitioii is eKWentiaJ. 

The only effective way of doing tins is f<»r the si.cifty (o con.slifute it.self the banking 
agemt of its mcTiihers : more sm(|.fy, eacli cullivalnr sliould dt^jw-sit all the mtim'y that 

be rvceives from th sale of Ins produce or from ntluT Sf.urcivs vvilli bis society; and 
he should draw on (be sauu’ from time to time as bi.s meds aicr, lie inav «ls*> ptifc 
»sido small sums as deposits, to be utilined only for Bpeeial j'urjioses. tn this way ’her*' 
woubl be less waste- in seasons of plenty and. as the savings would be available in times 
of necessity, 1;irg«* c.xira loans would not be pijinred then. It is not denietl that it ia 
very difficult to juTsmule an\' cultivator to act. accordingly ; be has not siiffieienf. confidence 
in his society nor is tlie sneicty sufiieir'nf ly devc!t»ped to do lids wcirh in sueb a way 

tluUi the members would b-' put to no inconvenience. ICvery member f*uglii to ha able 
to got mom’V at once, for nr-o ml. needs; i)rit at present ibe iivt-ragc! soriclv <lare not loep 
sufficient, cafdi for such r -ajmrciiu’nts, a.-, the men in eliargc cannot. }>e rrdied np*ui not 

to mi.sutilisc the money IheniBelves. Nor does tlic society advanei* an aderpmfe amount 
to each of its members. Tlie cost f-f cultivation of certain crops 1ms been prepared by 
assistant registrars and is given in the appendices.* The following abstract showa 
how inneh of the money required for the eiilf ivnt ion of one neje with Home of ihci 

principal crops is borrowed and how much met by iho cultivator birasrdf ; — 


Crops . 

1 ntal ecjht 
of 

eoH.ivr.tinn. 

f 'ort. 
thereof 
borrow ed. 

Not borrowed. 



• 

Kfl. 

Ra. 

i R«. 

j 

Potatoes in Far ra kb abaci 



3 >5 

2vr) 

i 140 

Tobacco in Tanda 


•• 

250 

I'B 5 

! 

Wheat in Muzaffar, agat 



70 

4 7 

25 

Cotton in Aligp.rh 


•• 

r.3 

50 

13 
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From tlie«e figures, knowing the total area under &ny crop in any particular traet* 
the total amount of capital required for agricultural operations in that locality can be 
roughly estimated. The minimum amount required in a normal district with a cultivatod 
area of 1,000,000 acres would be 600 lakhs and that for the province would be 200 crorea. 
Actually there are 5,067 credit societies w'hose total working capital is 116-91 lakhs. 
These figures show- that though co-operative societies have confined themselves almost 
exclusively to the financing of agricultural operations, they supply only a very small 
fraction of the money required. It goes without saying that unless a co-operative society 
can supply to the cultivator as much finance as he really needs it cannot be expected 
that it can become his sole banking agent. The socieiy in its turn cannot, however, 
advance such large amounts, because there is no guarantee that the money will be repaid; 
it has practically no security except the honesty of the members, and experience has 
shown that this is considerably limited by tlieir capacity to repay and is at best a very 
nebuiouB quantity. The joint security of a number of people each of w’hoiu has practically 
nothing amounts in fact to very little. 

The only solution appears to be for the S(x-iely to take hold of the saleable produce 
itself and sell it, or at least see that the sale takes place under its own supervision and 
that the money realised is received by it. 

5. At present the cultivator sells his crops in many different ways. Some- 
times they are sold soon after they’ are sown ; in such cases the rate is occasionally fixed 
beforehand, but more often it is settled on the basis of that which will prevail in a cer- 
tain market on a certain day or when the crop is doliven^d. Occasionally standing 

crops are sold when they are nearly ripe. The more usual procedure, however, is that 
travelling dealers go round and see tlie crops on the threshing lioors and purchase them 
there. Often to help in tliis process the cultivator takes samples to the market and 

arranges then’ for tlie dealer to visit his place. This method saves him cartage, time 
and, above all, the worries and vexations to which he is apt to be put if he goes himself to 
the market with his produce. On the other band, liowever, he gets a lower price for 
it. Cultivators, particularly in the west of the i>rovince, are therefore developing the 
habit of taking their produce to the market tliemselves. The expenses incurred in the 
marketing of certain crops arc mentioned in the appendioos* along wiili the figures of 

the cost of cultivation of ihe.se crops. Koiighly speaking, may be said that if the 

value of the crop marketed is one rupee, the cartage amounts to five or six pies and 

r.iher expenses of marketing come to another six pies, tliough latter figure is doubl d 
in tlu; ease of potatoes in Farrukhabad. In other w’ords, if the village rate is nijic 

tlian (me anna in the rup('c liclow Ihe market rate, it is more profitable for the cultivator 
to take hia crop to the market himself. 

7. It must be admitted tliat no serious attempt has yet been made in the 

province to tackle the problem of co-operative sale of produce. An experiment is, 
however, being tried at the present time for the joint sale of sugarcane in a small area. 
There is a society in each of 15 or 20 villages which adjoin each other for encouraging the 
cultivation of sugarcane and collecting it from the members; these societies have togollK^r 
fo’ined a union w-hieh has undertaken to obtain 50,000 maunds of cane from ihese Bocieties 
and supply it to a neighbouring mill at the prevailing market rate. It is ho])cd that the 
cultivators will bo freed from the vexations, delays and ineorrect w-eifthmeuts of w’hich 
they now^ complain. Similar action might perbaps be laktn in other spheres of activity. 
It is probable that co-operative organisation for the sale of tlie produce Avonld, apart from 
giving greater security to the credit societies and thereby strengthening their position, 
succeed in decreasing the various unnecessary charges rhat are made in the markets. 
Co-operative sale, if undertaken in earnest, cannot, how-over, end with the sale of the 
agricultural produce in tlie nearest market. It would have to nim at supplying the 
goods direct to tlie w-holesale. merchants in the big^tow’ns or the exporters as the case 
may be. Officials of the Co-operative department liave not been able to make detailed 
enquiries as to what happens to the crops after they have been sold by the cultivatore 
to the Traders, as they have no business experience. The services of a capable bu'^inesa 
man are required for this purpose; in other words, a marketing officer should be appointed 
as recommended by the Boyal Commission on Agriculture. He would be able to study 
the question thoroughly and then decide to what extent joint co-operative sale or thn 
formation of pools would result in additional income to the cultivators. The problem 

♦Not printed* 


“Mb. P, M. Khareqa" 



( 417 i 


of standardisation and grading ^vonld not be insurmonntabie ; if there is snfhcient proAt 
to the cultivator, he wotild be prevented fnuii resorting to tuiuiieiation and sharp practice)* 
by the fear of losing the profit. If this work is undertaken as it ought to be, a large 
amount of extra money is likely to Ih* required and the question will naturally arise an 
where this is to come from. 

8. At present about b^lf the working capital of the co operative s^nneties \» their 
own, in the shape of shares, reserve and other funds, tic., and the other half i» borrowed 
from co-operative banks. It may l>e made clear in passing, in order to avoid confusion, 
that only central financing co-oj^rative organisations are referreii to in this note at 
co-ojierative banks, so that the term includes wlnn are kiunvn as hanking unio|»s aa 
well; all oilier co-operative institutions are called Mwietics or unions as the case may V>0. 
There are in lliis firoviiK-e 70 cooperative hanks; their total \\t)rking eupital is 8f>'41 
lakhs, of vvhieh lakhs is share capital, 11*50 lakhs constitute the reserve and other 

funds, 0*08 lakhs are raised from so^-ieties or i»tluT cooperative hanks, while ihe re- 
mainder, viz., 44*49 lakh.s, ia lairrowcyi from outside, Iw'ing raisi^l chi(*f1y in (he form 
of fixed deposits from private individuals. 

0. Co-operative hanks have on the whole very few dwilings with joint stock hanks. 
A few keep their cash halanres with the latter in current iu*eount and a fi w* others have 
taken small loans from them. In i9'2(> an a( tempt was made to enter into an agreement 
with the Imperial Bank for advancing money to <-o operative hanks in ease <d ived and 
for keeping ilioir surplus iiimmcv. But the InqxTial Bank was not ii;,’reeahle to the 
pn»jx>sal and an informal arrangement was made along these lines with the (’enlral Bank 
of India. The rate of interest offered by Hu'. latter <ui the surplus money invcbtixl with 
it was, however, so low that not a single eo oj>erat ivr l ank thought fit to place uny 
money '.vilh it in depo-sit. Again, it protnised h* lend money h» eo op' rat ive htiiiKs at 
7 per cent, on the Reeurity of their bonds and government siauirities ; iiiost eo-nperativo 
banks, however, found that they could raise deposits from individuals at the same or a 
low'er rate without such pledging: henc<^ for two years only one ftank iiviiihi! itself of 
this arrangernenl. During the s< areitv of 192^2’.*, fluTi' w .cs an aeiite shortagt' <if 
money and thrt ‘0 or four banks had to borrow from llu' 7m|H'rial Hank or joint-stock 
banks hy pledging their reserve fund which is invested in government s*)cnritie«; in 
one case a <*ash credit was obtained in (bin v\ay hut not drawn iij)on. In 192'.t the 
newly-started Radhaswarni Bank of Agra ofTeri'd to lend money to eo-operafive hanka 
on the seeurily of the jironotes of A, B t*r C class soci(dics; i>uf no hank has y t taken 
advantage of this offer. 

10. It may fairly he said that at prertcnt (lure is rio ef>mpe(itton of any sort 
Viet ween joint-stock and co-operative hanks. The Jailer do not ilo any real hanking husmess 
and have practically no dealings with mdividmiU, to whom they do not advance money 
either for trade or for any other purposes. They only give loans to <*f> ojreralive socirties, 
wliich in turn make advances to their rnemhers ; and the amounts given hy the «o<*ieti«*H 
arc so small, averaging alxiut Ks. 50 per imlividual in a year, that no joini «hK*k hank 
could undertake that work. It is fjossihle that if eo-operai ve ^oeictuv. devdoj) and under- 
take the financing of trade or thri marketing of tlie agrieulturiHts’ preslnre, some competi- 
tion may arise; but it will he a long time before Hiieli vrork can !»' taken up hv cooperative 
societies on an appreciahle scale. Another branch of a l)ank*H activity is the raising of 
money. It is true that al>oiit half the share capita! and most of the fixe<] de|>f»sitH of 
co-operative banks have been raised from private individuals; this, however, is not 
money which would olhcrwdse have been invested in joint .Hto<*k banks. Deposits in 
co-operative banks are due largely to the pervmal eoufidcnce of the ksal people in the 
managing directors; and, but for the influence and efforts of the latter, this money 
would either have been hoardtd or used for the purchase of land. In fact, at times co- 
eperative hanks liave refused deposits, hut the money so refused has rarely found its 
way to joint-stock banks. In short, so far as the raising money in the shape of hank 
deposits is concerned, there is considerable scop© for the activities of both joint stock 
and co-operative banks. Dven if the latter were to open savings deposit accounts as 
they ought to, or current accounts for individuals, there is not likely io ho any apprtH^iable 
competition at the present stage. 

11. The relations between co-operative banks and indtgenons bankers are af%) 
hannoniona. Many of them are directors of co-operative banks, while some of tlie 
bigger bankers have also placed money in fixed deposit with oo-opemtlve banks; a 
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act as treasurerB and keep the cahh buiances of the bank in current account with them- 
selvea, occaBionall^ allowing a notuinai interest on the same. Un one or two occaBiona 
they have kejH the snrpluH money of banka in deposit at a favourable rate 
of interest, till a better field for inveHtiuent could be found. In short, in many cases 
co operative banks depend b>r their very existence on the help and support received from 
indigenous bankers and arc even sometimes run by them. 

12. Thanks to this assistance, they have hitherto hid, on the whole, no special 
difficulty in raising capital for financing their co-operative. stxiicties. In fact, till recently 
many banks were constantly complaining of surplus money and often de[K)Sits w'ere 
refused or even returned against the wishes of the depositors ; money which ought to 
have been attracted to the movement and kept in it was allowed to go out of it. In 
1928-29, however, many societies could not repay their loans, hut needed fresh advances. 
More money was therefore required than in normal years and this was not forthcoming ; 
in this emergency many banks liad to starve their societies, thereby compelling the 
members to borrow’ more largely from local moneylenders and dealers, w'hile a few were 
able to obtain money by depleting their reserves and selling some of their government 
securities. Those hanks which had follow'cd a wdser fiolicy were able to tide over the 
difficulty wdt'h greater ease and were even able to lend money to other co-optrative banks. 
Ordinarily, however, interlonding between banks is not j)opular; for usually the banks 
which require money are those which are not well managed or in which the local people 
have not Bufficient confidence, and other hunks do not think it safe to invest their money 
with tliom. 

13. Almost ail the money raised us deposits by co-operalivc banks is sbort-terni 
capital, the usual i>eriod of rei)ayment being one to three years. For long-term capital 
the hanks have their owm share money whicli is more than one-fourth of their total work- 
ing capital. It is true that very little share capital is subscribed by private individuals 
after tlie first enlhnsiasra for the starting of a bank has abated, as usually good dividends 
are not received ; but the shares receiv<‘.d from societies keep on increasing from year to 
year. The money raised by banks is advanced (o the affiliated societies almost entirely 
for short-term purposes, such as the payment of rent or the purchase of bullocks. Small 
amounts liavo i>een advanced occasionally for the purchase of land or for tlie redemption 
of mortgages*, but these have not been separately distinguished as long-term loans. If 
more money is likely to be required in the future for such purposes, a distinction between 
short and long term credit may become essential. In such cases co-operative banks 
will have to raise debentures or special long-term deposits ; it is, however, doubtful if 
they wdll get an appreciable amount of capital in this way on their own, as public confi- 
dence in the co-operative banks is based largely on the personal factor. Hence, though 
it is true that the amount of capital available at present for financing tVte co-operative 
moveident is sufficient, and though a great deal more short-term capital could probably 
be raised by co-operative banks with a little effort when required, if the* work of the 
redemptaon of mortgages or the purchase of land is taken up on an appreciable scale 
by the formation of land-mortgage societies, (here is likely to be a considerable shortage 
of capital for tliat purpose. 

14. For long-term investments indigenous bankers prefer land to deposits in co* 
operative banks although such investment brings in a smaller return. To some extent 
their activities in this direction are restricted by the fact that most agricultural holdings 
in the province are non-transferable. But village moneylenders often obtain possession of 
fields of occupancy tenants as mortgagees, though officially they are only recorded as 
sub-tenants. There are no legal restrictions on mortgages or sales by landlords, fixed- 
rate tenants and permanent tenure-holders, save in Bundelkhand, where the Land Aliena- 
tion Act applies and a non-agriculturist cannot purchase land but can only obtain posses- 
s^n for a period of tw'enty years at the most. In the rest of the province there is 
believed to a tendency for land to be sold by the ancient proprietors to the moneylending 
classes; any way, the advancing of money on the mortgage security of landed property is 
fairly common among indigenous bankers, but there are no regular mortgage or agricul- 
tural banks for the provision of long-term credit. The lines on which such institutions 
should be established imd worked are laid down in the resolutions of the 9th and 10th 
conferences of registrars of co-operative societies, and there is little to add to those 
recommendations. Assistance from Government would be essential in the shape of" 
guarantees on debentures. 
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15. It ia however suggottied that in the hrst inMaiice experiments may be made 
with two or three small stKietiea cousisting of petty landholders or tenants witii trans- 
ferable rights, as are to he found in the east of the province. Where ancestral prc>|H>riy 
has been mortgaged, the probability is that there has hmi extravagance, careleasncaa or 
mismanagement; if any of theses causes still operate, the mere advancing of loans for 
the redemption of mortgages and niukitig the sixdety the mortgagee in {dace of the 
moneylender will not really improve matters. To wt>rk land mortgage scKMctH^s anocaas- 
fully, it ia easential that the borrowers should have Ixith the will and the capac-itv lo 
pay punctually tbo instalments fixed. A great deal of cMlucation and propaganda must bo 
undertaken to explain to the members the need for prompt payment ; and tliriftloa^ indi- 
viduals must l>e rigorously excluded. Further, a detailtHl enquiry must be lumle as to iho 
income and the expenditure of tlio owner of the pnqwrty it is desired to redeem ; unlaaa 
the income is sufficient to meet the ex{)enditiire in addition to the annual charges involved 
in the process of redt inption, iho instalments cannot he repaid in time except by Imrtowmg 
again from private moneylenders. Unless great care is taken at tho start rigorously 
to exclude thriftless individuals from these st»cieiics. they arc likely to Ihh^>iiio nothing 
better thaa miniature ill-managed courts of wards, with all their evils and none of tiieir 
good {loints. In fact, in some ways it might \>e sounder at the start to have thei« 
societies, not for the redemption of old mortgages, hut to enable tho tonantH to buy op 
themselves the land which they cultivate; such purchasers are likely to be more thrifty 
and iporc sturdy and tliercfore more dc{H»ndable from the {Hunt of view of the sociaticjs ; 
tJuTC are, however, other difficulties in tho way of sdo{iting this alternative of an agrarian 
and semi-political nature. Hence, the work must be starttyi on a small and experi- 
mental '^calc ; if .so, no (‘Xtra finance would be required in the beginning, for the sliaro 
capital rtf co-operative hunks, or at least a reasonable part thereof, might l»e used for 
the hnancing of land-inortgago societies, while more siiort-k'rm deposits could he raisad 
for the usual loans to credit s(xdeties. Hater on, how’cver, more money is likely to ba 
r<‘quired, and then land mortgage Vianks would have to bo started which would raise deben- 
tures and thus supply long-term credit. 

10. This development should, however, he pnx^eded by tho ♦establishment of a 
provincial co-operative bank. 8uch a bank, thougli {icrhaps not absolutely ntH^essary at 
the present stage, would certainly bo of considerable utility and wouhi help in the 
daveloprnent of the co operative rnovement along sound financial linos. Apart from tho 
fact tiiafc loans advanced are not alw'ays repaid by tho time fixed, tho chief difBcttltloa 
of i*o-o{>erative hanks are that some of them cannot raise enough money for oven their 
limited requi||jTients, while others have large surpluses which they do lud know bow 
to invest profitably. The banks as a whole are lacking in business mcihrxls, duo to lack 
of business knowledge. For inslance, many hanks do not even know whal treasury bills 
are or what the bank rate is ; they never keep themselves abreast of market fiuoiuationa 
and are often ignorant of the steps to be taken for the buying or soiling of siHUirilics in 
the market. The first great need of these banks is adequate financial guidance and educa- 
tion ; that part of the work could be done cither by a provincial bank or by an exfw^rt on 
the staff of the Co-operative department; the latter would, however, not have the same 
control and authority as the former. Further, the provincial hank could act as a balancing 
centre and control inter lending. Again, it could raise capital at a lower rate of interest 
than the majority of co-o{>erative banks, or raise more money at times of stress than 
individual banks could do. It has been mentioned that the activities of the Co- 
Operative department are likely to expand considerably in the near future in the direction 
of financing the marketing of produce or giving loans on mortgages of land for land 
improvement, redemption of old mortgages or purchase of land ; it is very douhtfol if 
individual banks can raise the necessary funds, but a provincial bank would be able 
to do so. 

17. It is suggested that only co-operative banks or central societies stioold be 
shareholders of the provincial bank/ individuals being excluded as in BengaL If iiio 
latter are included, some sort of government gnarant.ee to the shareholders might bo 
required, and ft woi^ i be lietter to have a provincial bank managed by its C4>nstitiiant 
banks, without bringing outside un oo-operative influence on the management. Following 
the model of an ordinary co-operative bank, a share might be Ba. 100, of which, however, 
only Rs. 25 would be paid up and the rest kept as roaenre liability. For every Ba, 400 
or fraction thereof held by a bank aa abare capital and reserve fund, it may be requked 
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to parch«se one share in the provincial bank; that uould bring in a share capital o{ about 
two lakhs. The provincial bank would, however, depend mainly on deposits placed with 
it both by private individuals and by banks which have surpluses. Even at the present 
time the fluid investments of co<operative banks over and above the reserve fund amount 
to 8*42 lakhs, while the repayment of deposits exceeded their receipts in 12*27-28 by I’Utl 
lakhs. Further, advances of government loans for land improvement or during scarcity 
for agricultural operations might also, to some extent, be made through the provincial 
bank. In order to prevent friction, it would have to be laid down that no co-operative 

bank xnay raise deposits at more than a half per cent, above that given at the time by 

the provincial bank without the permission of the latter, nor may it raise money from 
outside its own area of operation. The provincial bank would be in close touch with 
the market and keep on altering the rate it offers from time to time as oc^casion requires, 
keepini^ its affiliated banks informed of all alterations. It would also be able to enter 
into an agn^ement for adequate cash credit from the Imperial Bank or other joint-stock 
banks. Inter-lending between banks would have to be disallowed, except with the special 
permission of the provincial bank ; in return, the latter would receive all the surplus money 
of the banks and invest it in suitahh* w'ays, sucli as by advancing the money to other 

co-operative banks in the province, or by placing it with other provincial banks or joint- 

stock banks or in treasury bills or other suitable securities. T(i keep itself in close touch 
with its affiliated banks, the provincial bank would have the right of demanding certain 
returns from them and of ijispecting them through its own agent‘s, ho as to advise 
and guide them aright. 


18. The next question is whether the bank could work i>rofitably on these lines. 
It is expected that it could, on condition that the Government grant it the loan of the 
services of a financial expert, such as the agent of a branch of the Imperial Bank, for 
a period of five years in the first instance, and pay his salary, etc., itself; or, better, give 
a grant for the purpose for about eight to ten years, which may steadily decrease aher 
the first three years. From the poifit of view of the Government, this w^o\ild be less 
expensive than the appointment of a hanking expert on the staff of the Co-operative 
department as a permanent measure. The chief apprehension is that the provincial 
bank may be saddled w'ith large surpluses which it wTuild not know how* to dispose c»f. 
The old time bogey of seasonal surjdiises during the so-called slack season, July to 
Heptomber, is disposed of by a reference to the actual figures of surpluses. Tlie average 
of the past three years of the closing balances of banks at the end of each month is as 
follows ; — 


July 

August 

Bepternber 

October 

November 

December 

J anuary 

February 

March 

April 

May 

June 



6*46 

4-76 

4-12 

3*91 

4*6G 

4*45 

4*49 

6*20 

11*42 

8*58 


It will be seen that the largest 


operative banks in 


cash balances are held by 
the quarter April to June, during which repayments and advances are both heavy, and 
therefore there is no likelihood of banks being able to invest that surplus elsewhere, 
imless it is for very short periods. Besides, if such a tendency does manifest itself at 
any time, the provincial bank can always lower its rate of interest on its own borrowings 
as a temporaiT measure. It may, however, be pointed out that in January, 1929, the 
cash balance dropped to 2*89 lakhs and several banks had to borrow money by pledging 
their reserve funds. But even Bcq»poBin^ that some co-operative banks have surpluses, 
at present the money is apt to be left idle. If it can be placed in deposit at three or 
six months' notice with the provincial bank at say 4 per cent., which is higher than the 
rat© that could be obtained by placing it in the post office savings bank, it is a clear 
to the depositing bank, while* the provincial bank can make a small profit by re- 
investing it in treasury bills or government securities at 4i per cent, or 4| per cent* 
Thus, if about three lakhs are so placed with the provincial bank, the latter could get 
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8U incomt* therefroiii of its. 1,500 to K». 3,000 a ye^r ; ami »» U)t<:tr>^ioadiiig decreMiet thi» 
amount is likely to lucrense. Next, there are the deixwiu of aiightly IcttigCMT lerma, of 
from one to three or five years, which the ptxninciai bank ought to bo able to r»UM» at 
5J [>er cent, or even perhaps at 5 jH^r cent. The rate offered would de|H*ud on the amount 
likely to be required for profitable inveslnient. At pn^sent the amount lent by oo< 

i»peralive banks to each other is 2*70 lakhs, and even then some banks are paying 7jf 
per cent, and even more t*ii dei>o8itfi. If Hie provinrini bank raises say 6 lakha al 5^ 
I>er cent, it ought before long to be able to advance at least IlJ lakhs thereof to other 
co-operative banka at per cent., while the balance might bo kept in govemment 
securities at 4*6 tent. Thus the expenditure vv«nild lx Its. 27.501) and the income 

Rs. 28,775, i.e., the net income would be over Us. 1,000. If the money can be u»ed for 
other purjKises. such a.s the tihancing cd trade oi^erations, the profit eould Ih’i eousiderably 
greater. Lastly, there i.s tlio share capital of about two lakhs; sup{x>sirig the dividend 
given is 3^ jM?r cent., uliieh would he the interest r«‘<*eived if tlx^ money were placed in 
the fH)si ofiict' savings bank, and must be regarded a.s tlu* minimum dividend that fthouid 
ever be paid, the total dividt'nd comes to Ks. 7.tXH>, against wlnrh the bank ought to get 
not less than its. O.OtKi !)>• investing the nu>iu v ; tins eonbi tlnnefore bring in « not. 

income of Ks. 2,iX)0 at l<'ast, if tlie dividend is icsl.ri«‘t4‘d tis sjiggeHteil, at least in the 

beginning. The total iiu'oiiK' thus eomes to Its. 4,5tK) u M-ar. wbiidi sbould auffica for 
ordinary cxpeirses in c<nim xion \^ ifh staff, etc., and a small reserxe fund lanild be built 
up from this. The figures gi\en ba\< been prepuriMi liy one who is not an expert itt 
tliese nnit’crs; tlu'v iv.nstituti Ufthing but a r<»u;h svmnisi' a.s to what is hkely to 
luippcn, and a.s tie' of future devcIopmentH have nr^t been r-onsidercd, the e8ti- 

inate of pntlit ; is ])roii:il>iy on tlic cons* rvat ive sub . An t'\|M*rn'nccd l»iinUing or financial 
expert would be aid* to run ibe Ixiiik on better lines and biing il gnuiiiT nu’omc ; and 
a proper -,clunu‘ for a provintdal bank cun only Is- drawn tip with be* aid. 'hbe dis- 
enssinn <1 the detai's of llu' sclieme is likely to take time ami it would not lake lews than 
two y( ars uctii.iUv to csiublisli a provincial hank. It is ba/iirdows to |»n'pb<‘sy wlmt 
may happen in that interval; luit if the expenenee of one district where intensive work 
lias been uiiiltu t :ikcn is .loy guide, the amount of capital rc(|ujn‘rl liy tiie co-ofaMaiivo 

movement is likely l<» be doulilcd witliin fbne years; «nd tlu' danger is tluit wben the 
lime for ('xpansiori arris <‘s, the work may be beld up bccaiisi* tliere is no provincial 
bank, fn find, without a provincial batik or at least finaneial guidance and <‘onlr<tl from 

an cx|'ert, the movement is not likidy to develop as il ought (o. 

V.). If the pmvincint bank, after it is started, is in m eil of money and hiin b> 
issue debentures, it wouhl c rtainly be a great helji if sm b didienlurcK ar» incIudiHl in 

Hie list of trustee se- nrities. Sucli action waaild not Ik- in any way iindcHirahlc, But 
it must be emjiha.sisf’d that what the co «>|><Talive movenu’nt in the province netaU at 
|«resenr i.- not actual fintiiui.il iisHistariec but sound financial giiidanco and managetnent 
to take the movement out of its moneylciiding nit and enable it. bi take, up the larger 
<piestions fff enesuiraging savin.ts, of fa<*ilitating marketing ar.d finnneing trade along 
fiafi' and ^f'und lines and of devel<*ping land mortgage societies. 
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Memorandum on artiaana* eo-operative aocietioa. 

Thb usual method of work of the cottage industrialist is that he purchases his raw 
materials on credit. He takes the finished gcxids to the trader and sells them as best 
be can and from the proceeds pays off his debt for the raw materials purchased ; and at 
the same time he takes more raw materials for making more goods. Sometimes the 
trader who purchases the finished articles also supplies the raw material. 

2. It is true that in this proi^ess there is considerable scope for exploitation of 
the producer by the dealer. But the difficulties of the dealer are also very great. On 
the one hand he has to see tliat tlie articles supplied by tlie producers are up to standard 
and he is not being deceived Uy them as to the quality of the goods supplied. Then 
he has to stock the articles for some time and try to find suitable purchasers. This 
is the most difficult part of his work, for it is becoming increasingly difficult for the 
products of cottage workers in many cases to compete with mill-made goods, Naturally 
the tendency for the trader is to try and get the articles as clieaply as possible so 

that he may be able to sell them ; equally naturally the manufaetnrer tries to d“teriorate 
the quality so that he may get a living wage. The only possible result is that the 
trade gradually dies out. It is unfair to blame cdther the trader or the cottage worker, 
ns this is the effect of world economic forces over wliich they have no control. 

8. Co-operators started tackling this problem as far back as 1912 when credit 

•Bocieties were formed for artisans in comparatively large numbers. Unfortunately most 
of them failed, involving the banks concerned in heavy losses, and it was gradually 
realised that the problems of the cottage workers were cornj)lex and could not be solved 
merely by the supply of cheap credit. Tlie next step was to try ajid organise them 
jointly for the purchase of their raw material. Though the idc'a was received with 
favour by most of tlio workers in the first instance, the co operative store w'as not able 
to compete with the local dealers. To run a store successfully it is essential to have 
some expert knowledge as to when to purchase and how' to stock and sell; the workers 
are lacking in such knowledge, nor wore other co-operators, official or non-official, able 
to give useful guidance in the matter. The staff employed w^as usually far from honest 
and there was no one who could adequately control it, the workers themselves being 
too ignorant and uneducated for the purpose. Again, the dealers were prepared to give 
credit facilities and to advance raw material on the security of the finished goods pledged 
with them till they could be sold, which the co-operative store could not do. Further, 
many of the artisans were already indebted to dealers for raw material purchased by 
them in the past. The dealers often Inive an understanding with the purchasers of 
the finished goods in the market to penalise any worker who does not purchase from 

the recognised dealers and particiilarly one wlio does not discharge his debts to them ; 

hence the workers were often not able to break off their connections with these dealers. 
We now realise that a store for the supply of raw^ material is not likely to be successful 
by itself. The real problem is the sale of the finished goods ; if the articles manufactare.d 
can find a ready sale, questions of credit and joint purchase of raw^ materials would readily 
be solved. 

4. This problem has to be tackled from two sides simultaneously. On the one 
hand the producer has to be taught improved methods of manufacture which might 
succeed in reducing his costs of production. He must also learn to give up the deceit 
and trickery to which he is habituated and manufacture articles of uniform quality; 
the changes in the tastes of tlie consumers must be ascertained and bronght to his 
notice, better designs suggested and the general lines along which improvements may be 
effected shqjild be pointed out to him, so that the article produced may appeal to the 
consumer. the same time the strength of the market must be correctly gauged and 
adequate arrangements made for the stocking of articles which are likely to be in demand 
at particular seasons (for they cannot be produced at the last moment); moreover, the 
consumer must be educated to apipreciate the quality of the goods supplied and pay a 
slightly better price for superior quality. In short, both the business and the productive 
sides of the question have to be tackled at the same time, the object being to improve 
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the <|uality and reduce the price, a» far as that is posaible without decrea^inj;? the 
margin of profit, to standardise and guarantiH!! the supply and to stiuiulate tlie demand. 
Without expert advice on tht^se matters, neijher the ci^titige workers nor the c<>*opetator« 
who wish to help and organise tl\em can really suei'tHni in effei'tiiig anything substantia], 

5 . 1 agree that sale dii[>6(a or empt^ria would be very useful in advertising aud 

marketing the products of cottage industrialists (1 am referring; to <vrdinary articlea 
and not art wares with which I am not oonversanl i. Hut 1 uiauitam Hint an essential 
preliminary to this must be tlic organisation of the productioit of tho artisans. So long 
as the goods they produce are of a ipiality that cannot Ik> guarant<H>d, uud s.* long 
as they cannot he relied on to manufatture promptly what is rctiinn'd. the Hiartmg of 
sale d^pfits is useless waste of money If a person orth is a thing through an em|sirium 
and he has to wait for monlhs hefi re be »a!‘ get it. or wht'n he does get it lie finds 
that it is not what be ordered, he is not going to ih- emponiun agaio 'Phe |ii'f»hh'mw of 
standardisation, grading and sptvd of manufaeinn' inii^r he f;n Klt><l in tin* first instfincx" ; 
and when they are solved, the sia-tmg of t'ni|K»r it »'?• (^ale ih'*[5ois would ^^w)ll heeoine ii. 
nect^sity. The (endeney to try an^ push on the denunul h fon’ the siijtply is orgauiMcd 
must he guardtd again.st Jt is likely to have a harmful clTe«*t. 

0. I agree that an industrial hank for the finaru iin: of small industries would Ik* 
useful: hut here' again T niaintain that this iniisi he an aftiT development. 'I'lic problem 
is not t>ne of provision of money Inil of saU* of finished goods, and unless that is nrrangt'd 
for, it is risky to advance money. Hut when produeimn and sale are organiHixl, money 
will certainly he re<jMired and then an in iustrial hank would supjdy a n*al need. 

7. As to tlie form of such a hank, I would say that n shouhl !>»' of tlu' lamjienitivt^ 
type. 1 iidinit that tlie or<linary ilistriet i-o operulive hank is quif^ nnsuitahle for this 
sort of work as its luethodK are meant only for agnculturul siMOetu^ Hut- with suitahle 
inodifirat ions it can »le:t1 with Ho<ieti«‘s of et*tt;jge industrialists. A joiiit-Htoek hank 
wcjuld advance money to individuals and would prohaldy not 1 m‘ prejuiriHl to risk its money 
without ade/jiiat ' s<'eurit\ whicli thesf* people cannot gi'*’. If a joint slock hank would 
agree to advance money to cooperative .societies for this pur|>oHe, 1 would Iiave no 
objection tlicrefo; hui a eodpenitivc industrial hank whi<’h would get into tmich with tho 
money market like other co ojHU'alive hanks wiuild he heller, as it wuuld take not a 
strictly bii.sjnesK fKunt of view hiif one of business and Hviupufliy eomluiKHl. 
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MemoMndttin on exemption of co-operative eoeietiee from ineome-tax. 

Thb whole question of income4ax in the case of co-operative societies needs to be 
considered in some detail. A copy of the Government of India, Finance department 
(Central Revenues), notification no. K-Dis. 291 /I. T. — 25, dated August 25, 1925, is 
appended. One income-tax officer has recently propounded the theory that though tho 
profits of a co-operative SfK‘iety are exempt from income-tax, they are liable to supertax. 

2. Afeain it is not clear what is meant by “profits” in the notification; is a co- 
operative society liable to pay income-tax on the money received by it as interest on (!)• 
government securities, (2) deposits in joint -stock banks, (3) loans to or deposits in other 
co-opcrali ve Ijanks, (4) loans to primary co-operative societies? The usual idea is that 
items 1 and 2 should pay inc(Jiiic-lax but not items 3 and 4; on what grounds this dis- 
tinction is inude is nor clear. It does soinciirnes bAppen that a society borrows money 
at 6 per cent, and invests it in government securities at 5 per cent. ; even in such a case 
is it liable to pay income-tax on the 5 per cent, received? 

3. Tin, re is a l>rof)()BaI for exemption from income-tax '4 subscriptions paid to 
providi lit funds of cfi-opeialive societies. I must frankly admit that the point is not 
quite clear as to what it is lliat it is proiK:»sed to exempt from income-tax. The proposal 
would seem to indicate that a society receiving montbly subscriptions from meiiil)ers by 
way of deposits, sbould jiay income-tax on those clcposit-s ; tliat would be absurd, as 
sucii deposits arc rweipts of the society but are not its income. If the idea is tViat the 
society should be exempt from tiaying income-tax on the interest received by it by 
investing such deposits in government securities or in any other way it likes, I agree 
that it is hiidily desirable tlint tliis should lie done, hut how the society can specify as 
to w’hat portion of the investments in government securities represent deposits of this 
nature and what portion of them is derived from other sources 1 do not know. 

4. l^eraonally 1 would strongly recoinnuMul that all this juggling witli words may 
be done away with by dcfinitcdy and straightforwardly saying that a co-operative' society 
is exempt from incom(i.tax. The loss arising to the Government of India from this 
changt' would ho extremely small; it would save a ^ood deal of uniu'cessary correspon- 
dence and discussion, and would be of substantial benefit, to co-operative institutions 
and b much appreciated by all co-operators. 

5. The cpiestioii of the money reeeived by the members of co-operative societies stands, 
on a different footing. TJie present rule is that the dividend or bonus received by mem- 
bers on account of profits arc cxem}>t. from income-tax. Interest reeeived on deposits 
in co-operativo societies is not exempt. I tliink that requires a little amendment; and 
interest reeeived by members on provident fund or savings deposits should be exempt ; 
a provident fund or savings deposits may be defined as a provision made by a member 
by W’ay of deposit for certain specific future requirements such as scarcity, physical 
incapacity, old age and for his family in the event of his death. There is a demand in 
certain quarters that interest received by members on all deposits in co-operative societies 
should be exempt from tax ; that would certainly encourage such deposits but I am afraid 
such a provision is likely to be abused and I am not disposed to support that claim. 
But I do strongly recommend that interest received by members on their provident fund 
or savings deposits in co-operative societies should be exempt from income-tax. 


Copy of the Government of India, Finance department (Central Revenues) notification 
no. R-Dis. 291//.T,— 25. dated August 25, 1925. 

In exercise of the powers conferred by section 60 of the Indian Income-tax Act,. 
1922 (XI pf 1922) ... the Governor-Genera! in Council is pleased to direct that the follow- 
ing class of income shall be exempt from the tax payable under the said Act, namely 

“The profits of any co-operative society (other than the Sanikatta Salt-owners* 
Society in the Bombay Presidency) for the time beging registered under the Co-operative 
Societies Act, 1912 (II of 1912), or the dividends or other payments received by member® 
of any such society on account of profits.” 

Mm P. M. Kharegat. 
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BUmoraudum on the woaviDg Indiiiir^ in Agra. 


IBeing an extract {paragraph JiJj /mm the annual report on the tcorkimj of co operatic^ 
societies m the U nited Prorinces for the year ] 

It was found that the ordinary pagn v^eavora m Agra wctv living un btarvoUon 
wages of tiu'ee to four aunas a day aa the kind of cloth they had hcH ii making was not tinding 
any sale in the market. Some of theiu were laughi to H\ -shuttle Iihuos, aiwi an efftui 
was made to arrange h> Huppiy the needs of (udmary iigrieulturui H*.<‘ieties in thv‘ 
way of cloth from the products (>f these H<KU<*ties of weavciH. It is t<M> early to judge «d 
the success of this endeavour, but it is not an unpromising line of develo[Uuenl , lliough it 
has its own dithciilties. Tho sujw'norily of tin* producis olTeKnl over IIk^si- sold l*\ 
itinerant dealers has to be brought home to intending purchasers by education and pro 
paganda. Hut the chief troulde is that the societies cannol nuinufjuture in a short 
time tlu‘ large' amount that is likely to he r<‘quircd, and cuslomers are apt to he dis 

apjMiinied. AfhT somk' experiiMiee i( may he fKissihle to gauge the kind of articles likelK 
t.' be in great denuind in partii ular . easons timl start mnnufael untig ftir llu in in antieipa 
tion. This ii IKK without sin element of risk, but tliere can be no business without ris!;, 

The chief eoinplaml of the darrie weavers at Agra was that th* v rei'oived a very lew 
price for their dnrries fnuii the d<‘alers bi'cuuHc they could not afford to fudd up tlie. 

snU- of iheir }uo<lucc till pri< ('s '\«*re hi‘tl«*r. It was tlHUf toti' rc i* l\e.l in nilow tb<>m 1*> 
pledge til 'ir dames to the bank, by sfiK-king them at the lo al co operat ivi: stoii' and io 
advance iliciM Te por ciuil. of their value a*, further loan »n ti.iit srrujity. nii tlu 

clear undersuiiuhiig tii.ii iIm- weaver liiinself VNiuilrl Im' ri'spnnsihle for Ihiding a purrljnsi r 
in duo course. Mnnv weavers tried to oxtijrt exorbitant pneea by lioldiiig up (heir pm 
ducc, but llicv disco\i'red llieir inrslako before long and found that tbr\ Inst beaA'ily 

by doing so; tiny siwui learmil that tht*y mu t disjxise »tf ilnir pioiiiue as (|ui<kl\ lo- 

finicticahir, and «Miiy keep it for iho fiitnn m except '(U ujI rasos. Hut uilb this reiilis 
atioii catov' the demand tlfUt the si(.n. itsi'lf .'-bould tr\ to disjiost' id tiu' pii»durj\ 'riie 

only wax in wbieb ibis {<iuld he doim was to ser*ure order-*, piss llum on to flic ueavcf' 

an<i tfien to tliat the aiti^les miide were u}> to the re<piisii< stinidavd, 'Idn* piohlnns 

of grading and Htandnrdi.sai ion bad tb<Tefi,re to la* lucklcd 

A.s a first step towards a solntiiui of these dilVieuliles H wuh decided lo leatdi 

the darrie makers U) use fast colours f«>r their (lyes. Tluinks to the intercHt (rtkc.n by 
the Jhrector of Industries. Mr. Sliah, iri the matter, ii Hpoeial instructor wan kindly lent 
by the department of Indieuries wb<*se luismews it is U> go round to the Iiouhch of tie 

weavers and train them in the n--e of fast dyes , this work is still m luogrrS'. A Hinall 
8uh.sidy \'. a- also given l>y the lh»ard of InduHtiies to selis led wcavirs fni li e use of 
improved jiictliods of dyeing. Partly as a n*i«ult of this aclinn. and f>arii'. Mwuig 

to the rigid scrutiny exereised l>ef»»re anv ii»*ti<lc mad»‘ t onhr is arsepted. it hapi 

been found that the rpiality of darri has begun to improve. In fact the tone of the 
market itself is changing and »'Veii tbosf* who are ?t'»l members of ufici/'t ie-* luive bi^gun 

to inaniifaf'fcuro ludler darries. TMiis in is no nnan aeluevemcnt . A trader from 

Bombay bapfiened to be in Agra and unasked be offered Ke. 1 14 a vard for darriee 

fn:>m the t*o-oj|>eratix’e store as against Re. 1I'2 a yard offered l»v him in the o|kui market. 
It would ap[>ear that if efforts along the lines now adonted are continued, the store 

may in er urse of tinu* be able to establish a go^xl name for itself fut that its guaranfee- 
would itself be a marketable eomriu>dil v. Tlie next step iriiist l>e tf» kee.p an adequate 
stock of samples al the store, so that outsiders may see tbcin and plar*e (trders fi''r.vrdingl v. 


Me. P. M. Kharroat 
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Memorandnm on the £|(yptlan scheme of loans on the security of cotton. 


1 enclose an abstract of tlie views of the co*o^rative banks which have sent 

their opinions and the views of the Provincial Co-operative Union. It will be seen t^t, 
•excluding one or two which are enthusiatic about it, and two or three who are against 
it, the rest seem to be indifferent towards the scheme. 

As regards my own views, I must admit at the outset that I do not know 

much about conditions in the cotton market, whether in Egypt or in this country. 
The Bcheine of the Egyptian Ooverninent is designed “io prevent the accumulation of 
cotton in markets and to co-ordinate supply and demand;” but frankly I fail to see 
how it can attain tins obje<'t, save by encouraging speculation among farmers. In the 
ordinary village economy the farmer sells his produee ns stnui as it is ready: it is 

the trader wtio purchases it, takes the trouble and the risk of storing it, and then 

b^Ib it as occasion requires, at a profit to himself sufficient to cover his expenses, risk 
and outlay. It was, cfoubtlesK, the action of speculative traders who may have formed 
a ring and unduly lowered prices at harvest time and enhanced them later, W'hich led 
the Egyptian Ooverninent to launch this scheme- However laudable the object, it iS 

feared that the result wdll be to turn farmer himself into a specuilator and he will 
be put to heavy losses in competition with those wlio understand the business of specu- 
lation. If the buyers have formed a ring, they will ke{'p on manipulating prices to the 
bewilderment of the farmer and liis ultimate rtiin ; and by holding up the sale of 

his produce he may do liiinself harm instead of good. Tlie wliole scheme rests on the 
assumption that prices will continue to go down at harvest time and rise later, whicli 
may be true at present, but need not be true always; in fact, it is based on old time 
economic conceptions witliout a full appreciation of present day economic facts and others. 
Supposing, further, that the purchasers or traders are not so organised that they can 
dictate prices and that prices do fall at harvest time and rise at other periods, the exact 
extent of the rise needs to l)e studied before dt can be decided w’hetber it is economically 
more profitable to sell out at once or to hold up tlie produce and pay the expenses of 
storage and the interest on hians. Tn the propost'd scheme the interest charges have 
been kept abnormally low* and all expenses are to be met by Government, i.e., by the 
general tax payer; it is not knowm whether the proposal will be economically profitable 
to tlie farmer even then. Further, a fixed advance is to be given for each kind of 
cotton; it is' not clear what proportion the advance will bear to the actual price that 
the cotton is expected to realise; without knowing what the sale price of the ginned 
cotton is likely to he, it is impossible to say wdiether the advance is suitable or not; 
if the figure lias been fixed on the basis of expenses of cultivation, it is probably sounder, 
but even so there are grave risks in advancing money on a fixed basis without having any 
idea as to what the market price of the goods are or will be. But the greatest defect 

of the scheme is that it proposes to set up a whole host of petty officials and invest 

them with extensive powers; it will be difficult to find men who will be able to dis- 
tinguish the various grades, which are probably likely to be received in mixed con- 
ditions; to give these subordinates the fiower to decide as to the quality of the cotton 
and to entrust weighing to them is a sure way of encouraging bribery and corruption 
on an extensive scale. The inevitable result wuH be that, on the one hand, the villagers 
will have to resort to bribery, trickery and deceit, and, on the other, Government will 
itself be deceived and may be put to severe losses. It is unnecessary to detail the various 
methods that are likely to be adopted by such officials for their own gain, whether at 
the expense of the villager, or at that of the Government. 

Under the circumstances, it is suggested that it should be examined, in the first 
instance, in this province vvbether there is any need for such legislation ; is the difference 
between the price paid for unginned cotton and that realised by the purchasers for the 
ginned cotton so great ns to justify the Government in stepping into the breach and in- 
volving the public purse in a large expenditure? At present the work of advancing money 
on the strength of grain or cotton suitably stocked is done by joint-stock banks and it may 
be done if necessary by co-operative banks, on the bad^s of a certain percentage (two*thiTds 
'Wr. P. M. Khareqat. 
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fir three founbs) of the prevaiJmg market pruv. There seems to he no adetpiate rtvason, 
m% least at present, for Government to miorfcro \Mth these arrangements or to set 
np an army of ofhcials 'with all their aueiulaiit iVihaps all that is rtHjmriHi is the 

Btarting of cotton sale siK’ictics along the lines of flu>se in lx>inba\ or Herar, ami the regu* 
lation of existing markets. Hut 1 am not prejiartxl to make any sp^vific constnietive rt** 
commendation until the uhole question of the piesent difVunlt les, if an> , has btvn 
•carefully studied with the aui of an expert oflUvr nho umh'rstands tlio question of the 
marketing of farm products. 

Abstract of visw^ of co-o;i«raties ba’i^ks 


Becial 

no 

I^ame of bank. 

Abatrac t of reply. 

1 

Kheri-Lakhimpuf 

1 Siyg that the scheme is worth being introduced in 
one or two districts as an oxperiiaoiiUl measure, 
though this cannot be done in the district oi Kbori 
which is not a cotton-^^rowing district. 

2 

Debra Dun 

r annot be iiiticducod as their’s i« not m cotton- 
:rowing district. 

3 

Maboba 

Favoufi. the introduction of tlie schomo. 

4 

Jarsana 

Approvo.s of the F^yptian scheme, but s iys that it is 
not po Bible to introduce it this year. 

5 

tjorakbpur 

l::ays that their opinion is unnecessary as Gorakhpur 

1 is r.ot a cottMi-growiug district. 

43 

Bair am pur 

Bay.s that the scheme cannot bo triod in their dis* 
tf ict. 


Bareilly . . 

Says that the sobcino is workahlo and will certainly 
the small prcduci rs ii introdm ed in cotton- 
..'rowing ureas. 


Deoria 

Sdu inc of no iiao as their's is not a coltc n-growing 
disti ict. 

9 

Qarbi Bhilwal •• 1 

Says that the sebeme is a good one for ibose tracts 
where cotton is grown oxteiiHively. He thinks 
that the introductian of the sohemo in the district 
of Bara Banki is, however, unnecessary. 

10 

Mohanlalganj 

Not applicable cotton is not grown In the area of 

operations of the bank. 

11 

Rampur Garhwan 

Says that the Bchernc aeoms to he sou ml, but cotton is 
not grown in the area served by the liank. 

12 

jewar 

Say^ that the Egyptian schoroe deserves a trial, but 
there is no po-stbiliiy of its success under the area 
served by the bank 

18 

Lucknow . « 

Says that ibc rc hemo is a good one, but it is net 
e.tpceted to be a success iu tbo district. 

14 

Gfaaaipar . . 

Says that, though the sobeme is a good one, there is 
very little prospect cf giving efleot to it as cotton is 
not produced in the district. 

16 

OolR 

Says that the scheme oaunot be Introdueed. 


Mr. F. M. Khabeoat. 
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Ahsiraet of titws of co-operatice banks — (ooncludad.) 


Serial 

no. 

Name of bank. 

Abstract of reply. 

16 

Dulandshabr 

Says that the aoheme is full of advantages to the small 
cultivator and should be worked in the oaee of 
other kinds of produce also, e.g., wheat, barley, etc. 

It adds that co-operative banka will not be able to 
advance money on such a low rate of interest aa 4 
per cent, and Gov( rament must come to their help. 

17 

Biswan 

Says that the scheme is very good, but cotton ii not 
grown in the district on any eic tensive scale. How- 
ever, if it is introduced in the district it may have 
good results. 

18 

Mainpuri .. 

Says that the scheme does not seem to be workable. 

19 

Agra 

Says that it is primarily a question for the considera- 
tion of Government, but, if it may be possible ta 
elimioalo the vicious element of speculation, the 
scheme may be given a limited and judicious trial 
in a selected cotton-giowir g area in the province. 

29 

Fatcbpur .. 

Says that there is no harm if the scheme is tried on 
a small scale in a few selected areas where cotton 
is grown in large quantities. 

21 

iiliatiyana. . 

Says that the present crop is over and the scheme 
may bo tried next year. 

22 

parrukhabad 

Says that the scheme seems to be very sound and can 
very easily bo introduced into the cottori-growin ' 
parts of the district, but it will require farther 
expansion of the co-operative movement and estab- 
lishment of some ginning factories. 

23 

Arya Bank 

Says that the scheme is quite good and helpful to 
the cotton producer. 

24 

Morad abaci 

Says that in view of the present condition of this 
country, and particularly of this province, the 
£oheme is not considered to be practicable and very 
useful. 

25 

Etawah 

Says that the scheme is very practicable^ and Etawah 
will not have much difficulty in giving effect to it, 
there being a largo number of ginning factories 
with godowns in the district. 

26 

Banda 

Does not favour the scheme. 

27 

Allahabad 

Says that the district ia not a cotton-growing one 
and the scheme cannot be tried. 


Copy of a resolution passed by the Executive Committee of the United Provinces 

Co-operative Unions Ltd, 


The Egyptian Government’s scheme of granting loans on the security of the- 
cotton produced was considered, and it was resolved that the Committee strongly supports 
it and thought that it could profitably be adopted to the marketing of other agricultural 
produce. Besolved, further, that the Committee was prepared to draw up a similar 
scheme to suit local conditions, provided that the Local Government be prepared to give^ 
the facilities which the Egyptian Government had promised. 

Mb. P. M. Khabeqat. 
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SnppltmenUrjf written eYidenee. 


Qu99tion 1 . — What U the extent to which the co-operaUte societies hitve t^rreeded 
in bringing down the rates of interest charged by the moneylenders in their ricfnitf/Y 

Anstoer : It is not jx^ssible to estimate tlte extent to whkii the rnles of money* 
lenders have come down owing to the existence of co-operative stwicties in the vicinity, 
This is only a general impression, and there arc no figures to prove the insertion 
A detailed enquiry in selec'ted tracts — preferably backward oiu's — witli and without co- 
operative societies would give some useful information on the suhjoct. 

Question 2. — J,s an agriculturist at present able to mutntatu lumseJj and Ins famtli 
from the labours of cultivation'? If not^ can you phase tell us uhy not, and under what 

conditions it would he possible for him to do so? If llic cause of his inabiliiif n tlte 

fragmentation of holdings or the unremunerative nature of cultivation ttself, do tjoa 
not think that the first step^ before ersdifc facilities could be suitably organised, should 
be the consolidation of holdings or improvement tn methods of rultirafion ? How many 
acres would you normally consider as an economic hohiuKj? 

Answer : It is impossible to generalise on the suliject. The. Brahman or Thakur 
^tnall pattidar in the east of the province is often n<*t able to maintain himwelf and hi« 
family, while his neighliour, the Kurmi tenant, can <!•» so easily. My own imprcHHion 
is that the majority of agncullurists, thougli they may, and ofliMi d<j, hornov for mnm 
tenance when the of the grain of the previous linrvest is exhaiiMlisl and befon^ 

the new liarvest is ready, do manage h) exist on the labours of their cultivation in normal 
times by adjusting their expenses to their income, even if it means semi-sturvation in 

some cases. Their difticultics, how'ever, arise not in normal years hut at abnormal 

times w'hen crops fail or when there is prolc-nged illness in tlic family or etperuu^s have t<» 
be incurred in conne<*tiou with marriages, deatlis, elc., while liligatiou is ;iNo an inifMirtant 
factor in driving them into debt. In <itber words, the prohlcm of llu' agriculturist is 
not so much how’ to make both ends mes^t as how^ in addition to put by money h»r 
future needs from his meagre resourcM's. 

It was hoped that the introduction of obeap credit would enable, the agriculturist to 
save. But experience has sliown that this has not had tlie desireil result. rcasfin 

is that the co-operative scK-iety was gen<'rally regarded simply aw jin instilulion for lend 
ing money at a cheap rate. The fact that it is a method r.f organisation applicable 
to every wralk of life was lost sight of. The real object of a cn-dil society is l«» 
replace uncontrolled by controlled credit, to lend •money for a |>roducfive pnrjx>sc, to 
see that it is applied for that purfmse, and to stimulate and tn enable savings to bo 
made for future requirements. It i.s a means of edmation, an’ its importance as such 
should not be underrated becaufie it may not have snc<-ecdcd in doing nil that H ouglif ?»> 

have done; tly; mistake was in not following up the starting of credit HocicticH by the 

introduction of other necessary improvements. 

I am afraid that if attention is concentrated now solely c.n trying to increase the 
income of the agriculturist by efTeeting agrieijtural imfirovements we wull be making 

s similar mistake and the results will be preciaely the same. First of all, it must be 
pointed out that the introduction of improved agriculture needs a little more initial ex 
penditnre : hence it mav not be practicable t4) have improvements unless raciliticw 

»re organised in the first instance, Beicondly, the normal result of auch improvements 
would be a small but imp^Tceptible increase in iho normal standard of living; the 
ohange would hardly be appreciated while some articles which are now luxuries w'ould he 
regarded as necessaries. Bnt famine and disease and death would continue practically 
aa before, and money would I ' ve to be borrowed for these purposes — perhaps a little 
more would be required as the normal needs have increased. Hence the agriculturist 

would not be appreciably better off than he is now'. Or, again, the only result of 
the increased income may be that more is wasted in litigation or in feeding Brahmans ; 
this is a contingency that must be guarded against. 

Mb. P. M. Khabboat* 
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1, therefore, do not agree that the introduction of improved methods of agrioulturfr 
would solve tlie problems of the agriculturist, or even that this should be the first step* 
in that direction. 1 maintain that it is impossible to improve his lot by tackling his 
problems from any one aspect only. We must teat^h him at the Marne time (1) to 
decrease liis unnecessary expenditure ; (2) to increase his earning capacity and income y 
and (3) to put by the resulting savings for emergencies. Our object must be to teach 
the agriculturist to save partly by getting rid of such social customs as cause disease or 
unnecessary waste, and partly by taking up improved methods of cultivation or otherwise 
improving his eaniiiig capacity. In short, better farming, better living, and better credit 
facilities must all go hand in hand together. 

Turning next to the question of the consolidation of holdings, I think its importance 
has been grossly exaggerated; it cannot by itself appreciably improve the condition of 
the agriculturists. Consolidation is only a means to an end, that end being better 
farming. Unless it can be followed by improvements in methods of cultivation 

it would do more liarm than gofxl. One result of consolidation may be an increased 

income for somo and a decrease in income for others; or again, it may result in a slightly 
increased income in normal years and fall in the produce in bad years. The justification 
of consolidation is to be found only in the probability of improvements being made 

thereafter. But to what extent can tenants, i.e., those who are not proprietors and 

have not a heritable and transferable right, effect such improvements; and what would 
be their increased income from such action, bearing in mind that their rent is also likely 
to be enhanced? I would attach more importance to the consolidation of cultivation by 
joint and organised action (i.e., co-operation) than to the consolidation of lioldings. 

As regards an “economic liolding,” I agree with Mr. Strickland that there is 
no sucli thing in the abstract. It is a question of fact in each individual case whether a 
particular holding can or cannot support the agriculturist who cultivates it and his 

family in the way they are accustomed. Thus fifty acres may not be an economic 

holding for a graduate requiring the luxuries of a town; while five may be more than 

enough for the village Cbamar. The amount of labour that can be put in is also an 

important factor; the kind of crops that the holding can grow is another; the extent to 
which tl}e production caji be increased by the application of science is a third ; transport 
and market facilities must also affect its size; and so on. The value of the produce of 
one acre may well be anything from one to one thousand rupees and the economic 
holding may be anything from one-tenth of an acre to a hundred acres or even more. 

Question 3 . — How is the estimate of Rs, 200 crores as capital for ddricultnral opera* 
lions arrived at? 

Answer : A very rough calculation is given in my note, viz., the cultivated area 
of the province is about 42 million acres, the average cost of cultivation per acre is 
about Rs. 50: hence the cost of cultivation in the province is 42x50 million rupees =21(^ 
crores. Anotlier way of looking at it is as follows : — 


Cotton 

1-1 

million acres at Rs. G3 per acre costs 6^ crores to cnltivate, 

Sugarcane 

rs 

100 

13 

Other kharif 19*3 

40 

77 

Potatoes 

•1 

350 

.. 8i 

Tobacco 

•1 

250 

24 

Vegetables 

•4 

200 

» 8 

Wheat 

7*1 

70 


Other rabi 

12*8 

40 

,, 51 



tal 

• « 2104 orores. 


Question 4 . — You suggest that the co-operative societies should take hold of the 
borrower's produce and sell it. Do you think the co-operative system has sufficient tnoneit 
to undertake advances against produce? If so, will you please give an estimate of th^ 
money required for marketing purposes and explain how the estimate is arrived at? If 
not, how should such capital he found? Should not advances against produce be pre* 
ceded by storaae facilities? How should storage he done? Is it possible, in your opinknir 
to make a working arrangement between co-operative societies and commercial hanks where- 
by the former will he the agents and trustees for grain on behalf of the latter and the 
commercial hanks would meet the financial deficit in the resources of the eo-operative 
banks? 

Mr. P. M. Khabsqat. 
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: There cerUinly is not sufficient money in the co-oper*tiTe iiioyement 
<0 undertake advances against produce on a large scale. Hut I see no reason why aniati 
beginnings should not be made in that direetion, particularly in the case of S{)ecaal 
crops* The question of storage would, of course, have to be tat'kltnl, and we would ne«Hi 
expert advice on the *sul>ject. As regards funds, arrangennnits witli coinnu>rcial banka 
for supplementing the resources of w-ofierative banks would he essential. 

Tho actual anioiuit likely to be requirtxl by eacli cultivator, of the class ustmlly t<» 
be found in co-operative smdeties, is not very large. A rough average would Ih> that he 
would want to market the protluce (d about two acres of wheat and hulf an acre of 
sugarcane. This w^nild mean about "20 maiinds of uheat, coating K**. HX). at K». 5 
a maiind, and alx)ut maunds of cane wlrnh at 5 annas a nnuind (whiih is the usual 

price in Gorakhpur during the season) would mean Us, 7t)^ (h> an iiv« rage, therefore^ 
each individual nieniber is not likely to neisl more than uboui IN. 17b fur tl»e inarketing 
of his pruiuce. If inonev is required for this purpose for eai h ineinl>cr of a er> operative 
society at present, the inaxinium jxwsible requireiiuuits inav he pul down at two erores, 
though I think that about half that sum uojdd Ikj nearer th(‘ cnrrtsi figure. If rverv 
agriculturist in tlio province is considered the figure would he ahoul a hundred (inies thafi 
amount. 

Another wnv of eslirn.'if ing the figure i.s to eonsidt r tlu' .oca. vield and value of 
the prinripal ( roj)s ohieh are rnarketwl in the pmvince, e\.elud«ng IhoHi' which are kept 
maiidv (ii i irjclv f»»r food. Tlie resultH rn«v he seen at a ghuu'c from the following 
table ; — 
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It is true that ^ ce^ ain amount of early rice, gram, barley, etc., 
but, o?the other hand, the whole of the late 
ke^ The amount required for the marketing of all the erop. .* thu» P , 

It be men^oned that the Aiwietant RepUtrar. Agra, b*”* 
value of the^ potato crop near Farmkhabad i* 44 lakh, and the trade there in poUtoea 
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66 iakhs. He alno veotks out the value of the cotton produced in Aligarh as 59 lakhs 
and that of the ginned cotton, excluding seed, at 54 lakhs. 

Questioon 5. — Do you not think that with the spread oj the co-operative credit move- 
ment mere will be increasing competition between the co operative and other types of 
hanks in the matter of deposits'? How should such competition be guarded against? 

Answer : It is impossible for me to predict the future. At the rate at which the 
movement has spread in the past ‘25 years there is not likely to be any competition be- 
tween co-operative and joiiit-8U)ck banks for at least another quarter of a century. 

Question 0 . — How do you reconcile your statenicnf tJiat the amount of capitil 
available at present for finanging the co-operative movement is sufficient when the total 
resources are under 1 crore with your estimate of 200 rrores required for agricultural 
finance ? 

Answer : Tlie one crore we Jiavo is suflieient for our present requirements which 
only touch a poj)iilation of about 100,000 agriculturists. The numb(3r of agriculturists 
in the province is 10,000,0{K) or 100 times the nuinl)er of f>eople with whom we deal. 
Moreover, as mentioned in paragraph h of my memorandum on agricultural finance and 
co-operative banks tlic society dan* not advance to the member even half the amount that 
he needs. 

Question 7. — Would it not he advisable if the apex co-operative hank is established 
on joint-stock-cuin-co-operative principles^ so as to attract sympathy and capital from 
those sources which at ])rcscnt arc outside the co-operative influence? The primary object 
of the co-operative machinery being to facilitate credit as cheap as possible by pledging 
collective responsibility ^ would it not be met if the dividend on shares of the provincial hank 
is confined within reasonable limits? 

Answer : It is not understood what is meant by “joint-stock-cwm-co-operativc prin- 
ciples.” At the present stage tl)e chief need is for sound financial guidance, and not if 
sympathy or even of capital. The primary object of co-operative machinery i.s not to 
make credit as cheap as possible, but to supply crmlrolled credit in place of uncontrolled 
credit and to encourage thrift and self-help. I agree that dividend on shares of the 
provincial hank should he restricted “within reasonable limits,” and that it should not 
exceed 7 per cent, at the outside and preferably 5 per cent. 

Question 8. — It is said that there should he land mortgage associations grouped 
under district and provincial land mortgage hanks to supply long-term credit. Some say 
that such an organisation would involve unnecessary duplication, and that there should 
be a provincial land mortgage hank with a few branches which should employ the existing 
co-operative hanks and societies as its agents and thus meet the difficulfy of not having 
enough competent men to manage land banks as well as lower the working cost. Which 
view do you favour and why? 

Would it not he difficult, if not impossible, for small land mortgage hanks to float 
and find a market for their debentures? Please go through the note* prepared by a member 
of the Committee and give your views on the same. 

Answer: I have perused with much interest the note prepared by a • member of 
the Committee. It gives full details about the constitution of the proposed bank, but 
does not appear to explain fully its scope or its working. 

The first thing we. must be clear about is as to exactly what a land morgtage bank 
is going to do. For what purposes is it going to advance money — for redemption of old 
debts, for land improvements, for land purchase or for being wasted in riotous living? 
If the underlying idea is chiefly debt redemption the question as to whether it is worth 
w^hile redeeming debts in many cases, especially where big landlords are concerned, is 
worth consideration. Should we not rather aim at encouraging their tenants to buy 
up the land they are cultivating? I am not suggesting this as my own view: it haf^ 
been put to me, and, as I do not consider myself competent to answer the question, I am 
referring it to the Committee. 

* Mr. B. T. Thakur’s memorandum on land mortgage banks, Vol. II, pp. 71 — 81. 
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Tht# method of work of the ijrtt|H)scd bnuk iw not cicAi*. The »Uelf uuU(ti# no 
4iieniiogLi of branches. One bank situated at ljucknuw or CawnjH^re could hardly adviUKH) 
money to individuaU in#Oarli\val and Balha. How ih \\ i;ojng to ascertain the lUnea* 
of the applicant to receive the money V How is it to find I'ut all ulmut hi» laud and 

its value:' Is there not a senoua risk of iu Invonung a prey to the uhiius oi even the 
dishouesly of its employees if it dcjH*nds on travi lhng ugciils oi degeiioi atiug into a 
family altair to help the friends and relaliiais of the directors? Agaai. what tigcncv will 
it have for the prompt reeovery of its thus? And, ahttve all, how wtuiitl it settle matters 
when its dues are not reeeivtHi ? Kvon if there are a lew lir.iiu iies the sumo tlidicuities 
would be felt, thougii, perhaps, u liitle less aciiu-ly. In this evmneiiion the ex|»»M'jentH:» 
of the I'unjah may l>e cited ; (luy started witii hiial nmrtgage hanks c-cverin^j; un ari^H 
of a district; after seeing the results they now Imltl that the maxinuini ai(ja u.'nch liin 
he covered by such a icink is a tahsil. 

It lias beAii suggested tliat the services of co-operative flocielies and l>ank» Hiioiild 
-he utilised; and that, in tlie case, of advances to tenants, the toans should Ik' guaranteed 
liy iiriniiiry s<K'U‘tics and district hank.s. I do not think that ordinary co-operative 
societies will or slxtiild tak<‘ on {heni.selve.s this resjHmsilniily . In tlie empnries into 

the working of tiie co-operative moveineni, held in Ma<lr«s and in liiirma, the com- 
mittees ttmeerned strongly reconnnended iluif h/iig term inans sliiaihl f. nn no part of the 
husineas of the finniiiry credit society. 'I'o smjMIc tliein witli tins responsibility on 
behalf of a provincial land inongage I'ank wcaild a step in the wrong direction. Nor 
would district banks accept the suggestion; llioy already advance ituaicy to tlicse ao<ietioB 
up to the limit whicli th(*y <‘onsider snfi*: how can if stand guaraniet' for llie advance 
of a larger amount !*> the land mortgage bank? 'I'lns objection uould, jM'rhapH, not 

apply in tlie east' of seximus which are working' largely wiili tlicir own capital, hut 
even' so tic re apjn^ars to he no rt'ason why the district hank should undertake this addi- 
tional respoiisiluiit y for which it would get no return whatever 

In view' of these ditTicnlties 1 think that the best course is to have separate societicH 
dealing solely with work of land mortgage: they eouhl all l»e aftiliateii. direetly or 

indirectly, to the jimvincial land mortgage hank from which each of lleic sitcieties 
would draw its fund<, ^’hese soioetu's iinct lx- of the c«4 opf-ral i\ c typ<\ and each must 
operate in a small area; one sncli soiucty may «lcal ^iiily with Itnanls of the lociility, 
another may decide to lend fiiily to landlords, a ihinl may iliink it advisal>|c to have 

dealing’s with both, and so cm; thcr** wouh) be <livcr.‘'iiy to suit hxal f'cmditirjns. If tliere 
are several such societ.es in a district they wtuild luiturally federate llieinselves into a 
district land mortgage Icink, and siieh dialrict lanrl mortgage banka would unite in the 
provincial land mortgage luink. 1 do not thiiik there would be any rmneccsHury duplica- 
tion in this; without siicli l(K*al BcKieties, aderpiate .«u|K*rvision and control would he 


impracticable. , i 

Nor would the question of finance present insurrnountalde difTinillies. haeh society 

would try to raise its own funds from the area wliich it < overs Itv means of sliares 

and long-term deposits; this ur.uld teach it frrmi the start to rely f>n its own reHOurees 

and would eliminate the element of sp<sm feeding which many r-rmnider to lie rewfKmsihle 

for the failure of so manv co-o|>enitive -oiiities U> make good. When a district or 

provincial land inort.2ag3 bank is orcanisml ibe sr^-iotv would nynrally be able to draw 
on it to Riipplenient its own rosonrees. It is not denied that it will be <hdiriiH. »n the 
first instance, for such srs-ieties to raise enough money ; but this very ddfieiilly will 

teach them sound business methods; after a few mitial successes these diffieullies would 
decrease. Undoubtedly the reverse process, n>.. that of startmu a provinoial land mort- 
gace bank first and ‘letting it finance land mortgage siKiieiiPs Ibrongbout the province 
would result in more speedy development; but it would also be more nsky and wmild 
result in an unstable condition; a cone can rest on its base bnt not on its 
Burma provincial co-operafive bank tried a similar eTpcrirnenl m the case of ordinary 
credit societies and we see the result. To build up a provincial bank on the Krength 
of existing inalitutions is sonnd; to start with a provincial bank and let it send onl 
branches on top may succeed for a long time, bnt it is likely to '"W'" the 

later. In the Intter caae an emergency would knock dowm the whole wlructure ^ in in 

former a few of the RuppoHs might give way. hut the main Rtnicture would Rurviye. 
Hence T; for one, have no doubt aa to which ifl the better policy. 

Question 9.--0pirtwn seems to he dimded as to legalising the 
oeeupaney rights. Those tcho oppose it say that it wiU lead to the tramfer of land to 
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non-cultivating classes as well as make cultivators spendthrift. Those who favour 
on the other kandf say that the present holders are either those who through the process 
of moneylendtng have come to be the holders and as such are S^onomical or those wha 
have survived the temptations of borrowing and are anxious to avoid borrowing by living 
within their means. Which view do you favour'} Will tt be safe if the transferability is 
legalised only in the case of co-operative societies and land mortgage banks, so that well- 
deservnig cases may be able to offer some sort of acceptable security for long-term 
credit? Should there be right of pre-emption in favour of persons upon uliorn the right 
in property would devolve under the present lau ? 

Answer : It is highly prohabh* that if f)ccupancy rights are made saleable or trans- 
ferable many occupancy tenants will Uirrow unnecessarily. But that does not seem to 
me to be a valid argument against introducing this change. It Avould, perhaps, not be 
a bad thing if l)y the operation of riaiaral laws oci-iipancy tenancy were to pass from 
the hands of the tl)rifl]e.SH to llose of the thrifty cultivatf>rs. In particular, in the west cf 
the province, many occupancy tenants have such large areas that they cannot cultivate 
them themselves elhciently, and it would he better ft)r tlierri, as well as for the country, 
if they could give up their rights in some of this land for a consideration. Again, since 
the introduction of statutory tenancy in the province, there is serious danger oL creating 
a landless class; it is hecoining increasingly diflicult for the labourer lo become a culti- 
vator, and this is bound to have a harmful effect in the long run ; to a certain extent the 
risk can be decreased by making occupancy rights transferable. In making this change 
care w'ill have to be taken to see that the transfer takes place only in favour of (hose who 
do or will cultivate the land themselves; the danger of the land passing to non-culti- 
vators must be guarded against, for they would only sub-lot Ihc land to (dhers at a high 
rent, keeping the profits themselves for doing nothing, and w*ould become practically like 
nndor-proprietors, introducing one more middlenuan between the cullivat/w and the 
Government, T would, therefore, suggest that the transferability of occupancy rights 
should be legalised only in tlie case of those xvho actually cultivate themselves or would 
do so, w'ith a, right of pre-emption in favour of those on whom the right would devolv(' 
under the present law; it may also be legalised in the case of co-operative societies and 
land rnorigago hanks with the proviso that they, too, may only transfer the rights in tliei?- 
turn to hand fide cultivators, unless tliey cultivate themselves (as better farming soci- 
eties rniglit wish to do). 

Question 10. — You suggest that the co-operative hanks should lower their deposit 
rates during the periods of large (ash balances. Will such a course not lead to the 
diversion of deposits, as commercial hanks have generally a fixed- rate for 12 months' 
deposits? Would it not, on the contrary, be more in the fitness of things if the loss of 
interest due to idleness of funds is recouped and minimised by suitable short term in- 
vestments in financial centres, e.g., discounting of hundis, treasury hUis, advances 
against produce, etc. 

Answer : If a co-operative bank decreases the rate it offers on deposits, it does not 
mean that those who have already deposited their money would receive a lower rate ; it 
would simply check the influx’ of fresh deposits and might result in non-renewal of 
deposits which mature at that particiflar time. I do not think there is any serious danger 
of diversion of deposits outside the co-operative movement by such action at the present 
time. But I am in entire agreement with the statement that it is better to resort to 
suitable short-term investments ; unfortunately Ave know nothing about this type of busi- 
ness and need expert guidance for the same. 

Question 1. — Do you think it will be possible for moneylenders to completely merge 
themselves in the co-operative societies and thus lose the dominating position which they 
hold at present? 

^newer ; I do not think that if moneylenders merge themselves in the co-operative^ 
movement they will thereby lose their dominating position. He who has the money 
and supplies it will always be able to call the tune, even in the co-operative movement. 
But I admit that at present moneylenders will certainly not merge tlieniselves in the 
co-operative societies. 

Question 2. — Do you think it is possible to have a scheme of life insurance in ih9^ 
case of tenants wanting long-term credit fitted in with instalmenU towards payment? 

Answer ; The idea is attractive, Tbut to what extent it is feasible I am not in » 
position to say. It would require a good deal of education and intensive propaganda- 
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to ei^lain the scope of the suggestion. Then sgain, if we start with tlie presumptioii 
that ordinarily the tenant is just able to make lK>lh ends meet, the question wntild ariao 
a« to where the additional money required for I ho annual premia i» to cnuuo from. A.« 
stated in my reply to question 2, the tenant wuU have to bo taught to docrease bis eapen^ 
diture and increase his income at the same time, and. if as a result there is any Aaving» 
that would be available for life or famine insurance, provided of course the premia he ia 
required to pay do not exceed the amounts he can save; that m where we have no 
facts and figures to go upon at present, 

QuHion 18 . — Ate you aware that of late a system ts developing under which large 
buyers and shippers are dealing directly with the cultivators and arc also adninctng 
them even when the crops are standing? How far i< such a system i» yowr opintim 
beneficial to the agriculturists , particularly with regard to the following : — 

(а) Price of produce. 

(б) Putting agriculturists under the bondage of such buyers instead of tha 

present village grain and moneylenders? 

Answer : 1 admit I am not aware of the growth of the systerii referred to. In 
fact. some 1*2 months or more ago, when we w'cre ihinkmg of starliug sugarcfuie supply 
societies in Gorakhpur, we had jiarticularly Jookinl into the question of advancing money 
ior the purchase of standing crops. This is often what the khandsalis do in the wi>st of 
the province, and Home of the sattadars in ihirakhpur do sunilur work; in Ktavvah we 
found the katawan Hystem prevalent for gin the lender advancing so many rupws ami 
receiving so many maunds of gin in n'turn. I recommended tlie adoption of a nimilar 
system to the suganane ssile Hrudeties, but they did not iipprovu of it. 

IVrHomdly I think that tlie By*4tem, if pn*peily worked, is very sound. What ihrt 
cultivator really needs is a fair return for his labour ami bis o\pense; if be can gel tbat, 
h(^ ought to be satisfied. I nder the existing system it may bapp<Mi that ho may get a 
larger profit ; it may cvpiaily liappcn iliai ]»riceB may fall alinoniially and thus, owing fo 
no fault of his own hot due \o the operation <»f world forces over wliieli he has no 
control, tlie money lie gets might not rover t‘vt*n actual ex|wmseH, leave aside (he cost of 
labour. The system i(‘ferred to* eliminat<‘s this risk from tlio iigrieult iirist aiirl passes 
it on to the Jen<lcr. 'Vhc danger, ho\v<*ver, i« that it may he UMed for forcing down 
prices unduly when dealing with ignorant ami iinodurated villagi^rs. If. however, this 
sort of work is done by a co-opiTativo K(xi<‘ty. and it makes a hig firofit, that would he 
passed hack to the incnihers. The .system mu.st not he rninh uined ; hut if it is being 
abused by outside buyers and HliipfKTS, the prop^T (onrse is fi^r tlie agrieiillurists to 
organise themselves to do exactly the same work bo that they may he under their own 
“bondnge’* and not that of outsiders; village moneylendrrB ran and should help aiich 
organisation by advancing money to them : if they purftue a selfish policy siJt.erpri«ing 
outsiders are not to be blamed for taking advantage of tlio situation. 
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ORAL EVIDENCE. 

Lucknow, January 31, 1930. 


Present : 

Mr. E. a. H. Blunt, c.i.k., o.h.e., j.u.s., m.l.c 
Dn. Kadhakamal Mukkrjkk, m.a., pIi.d. 

Haj Bahadur Pandit G. 8 . Upadhva, b.a. 

Hai Bahadur Baud Mohan Lal, m.a., ll.b., m.l.c. 
Mr. Mohan Lal 8ah, m.a., ll.b. 

Db. L . C. Jain, m.a., ll.b., rh.D. 


... Chairman, 

*” ^ Members, 
;;; ) 

... Secretary. 


(Witness Mr. I\ M. Kharegat, i.c.s., Registrar ^ Co-operative Societies ^ 

United Provinces 


Rai Bahadur Pandit G. S. Upadhya : The whole committee has been building hopes 
on the success of the co-operative movement, but it seems that the Oakden Commitee report 
and the report of the Sandila Bank Enquiry Committee have had a depressing effect. I 
ahould, therefore, like to know whether we can improve the present state of affairs, and, if 
so, in what way. Firstly we find that Government is held responsible for the movement ; 
secondly, we find that the department cannot force the Board of directors 
of the bank to carry out the instructions issued by Government or tlio department. Tho 
registrar has got powder to liquidate a bank or scHdety, but be has no other powers. This 
is just like the case of the judge who has got power to Ining a man, but has no power 
to inflict a smaller punishment. Is there any way in wdiich the department can force 
the authorities of the co-operative bank to carry out the instructions issued to them, as 
well as a wav in wliich the movement copM be improved generally? If Government is 
to remain wholly responsible, certainly Government should liave some band in the 
matter. — (Witness) Something is being done in that connexion and the Union Committee 
have just recommended a little more control over the audit of societies ; but, as you say, the 
re^al difficulty is that though the auditor may point out defects, or even the registrar 
may point out defects in the working of the bank, nothing can be done at present if 
the bank does not choose to take any action. I therefore think that it is essential to 
give the registrar some powers so that he may be able to compel the bank to take action, 
if there are serious defect.s. Whether that should be in the way of a penal clause or 
it should form part of the bye laws of the bank itself so that in case it fails to take 
action arbitration may be resorted to, I cannot say at present, but something like that is 
essential. 

Dr. Radhakamal Mukerjee : Does not the Act give such powers to the registrar? — No. 

Rai Bahadur Pandit G. S. Upadhya : It only gives the registrar power to liquidate 
the society. 

The Chairman : Into this point of audit I should like to go a little deeper. No 
doubt you realise, Mr, Kharegat, that one of the greatest weaknesses of Indian adminis- 
tration is that audit is always systematically neglected by everybody, whether it is a 
l^al body or a co-operative hank or Government themselves. The gi*eat difficulty that 
the auditor has to experience is that he can only point out mistakes, but cannot enforce 
the rules. In England the matter is entirely different. There the auditor has very big 
penal powers. Suppose he goes down, for instance, to a municipality and finds that the 
full amount of tax has not been collected, the tax collector is held responsible. The auditor 
will allot a certain time, say a week, to collect the monev and if the tax-collector fails, 
he has ^ pay the money himself. I may mention the case* of the London County Council, 
ihe auditor found that a certain sum had been spent out of the Council funds— I think 
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in giving an enterttiinnHiit to school girls. Ho did not consider it to be a proper ciiargo 
on tbo *Cuuncil funds and surcharged every meuibor of the London C< 3 unty CounciL 
He divided tl»e entire cost among them and it cante to about i.*50 eaclu 
The iriatter had to go to Varlsanient before bis order could bo upset. If we had that wort 
of jK)w*er in India, what do you imagine would be the result? Do you think in that 
case {KX'iple would like to come on to these Kx'ui brxiies? Do you think that many jHH)plo 
would care to be managing directors? — The penal pnivision would not normally l>e cnfonnHl ; 
it would only be eufiirced in exceptional cases. 

I know. It would be only in very exceptional cases. The mere fact that llu' power 
is there is sufticieot to prevent most men frcuu coiuiiutiing any irregularity? — Yew, tjuite ho. 

But Bupjxjsing you uwo it even once, what would be tlie result ? — It is imj>osHil)la to 
say. If, however, the thing is pro{>erJy explairnd to the oTIier c*o-operatorH. I think they 
would endorse it. 

Probably enjoy it? — If it is |>ropcrly explained, I do not think it would liavt* a bad 
effec't. On the other band,, it Khould be of very great service to the cause. 

That is exactly what 1 wanted know*. I have always been urging that audit should 
be iiiado more real in every direction. Then, if this power of Huridiargo is given to 
the auditor yon do not think that this w*f)uld deter people from doing (he wairk of theso 
societies? — I do not think ii would d< ter them if the |K>wer is jiroperly exeriMStsl. If, on 
the other hand, it is ahused ('ven in one single instance, then it would ecrlaiiily have that 
effect. 

In otlir?r word^, you think that there is sufficient sense of public spirit to run that 
risk? — 1 think wo. 

I am gliid to liear that. It st'cms obvious that the very first thing tn do is to 
hnp'ove those amliiors, and you certainly want very much better men. Do you also 
want more men?--Ves, a few. 

Do you think rliat yon can get on with the. sunu; number of men if you have docridedly 
belt r men? — No, wc could not. 

d’iuit I quite understand from my experience of the Imail fund audit. After ttU lhcre 
are only JUjf; days in a year and there are onlv a certain nuinh« r of hours during ivliielr 
a man c an work every day. Du you think you an* able to gi’t the proper tyjs* of int n ? 

Rtii Bahadur Pandit (\. S. Vpndhyn : I will just explain the whole thing. For fim 
last two years you fMr, Kharcgal) have cmj)loying B, Corns, and you havi* arrnngod 

to train them for six b) tweiv«‘ months in tliis audit work 

The Chairman : I |[>crs<tnrilly do net attach imfKcriancc tec the- B. Com, for auditors. 

Mr. Sah : W by not euiidoy cjualified aceountants? 

liai Bahadur Pandti C. S. Upadhya : These iKMipie liave a regular 5 raining in account 
keeping. 

Dr. Uadhakamal Mukerjee : We Iiave a Fac ulty of ConiTf ercc-. and tluw* B. Coins, are 
taught book-keeping. 

The Chairman : Aecount keeping is om- flung and audit is aru»ther. Of crjiirse, you 
cannot audit urile.s.s you know accounts, but you can know arcvsints witbout being able to 
audit. So, Mr. Kharegat, you think that you can get the aupply of projwr men?- Yes, but 
we would need some men w’ho would train them Victter, 

What sort of expert do you want— a banking expert or an audit ex|»ert?— ft would 
be better if we can find an all ’rfsind man, I want a man who would he able to guide the 
banks in their financing operations, i.e,, a practical banking expert. 

Do you want more a banking expert or a practical fmancier? A man may not know 
anything of the inside working of a bank, yet he may l>e very gocKl at making investmenU — 
(Witness) It is the banking ^art of the busineea in which we want guidance. We want on« 
who would be good in undersit iding figures. There are so many, for instance, balance aheeta 
and other statements of figures, and at present there is nobr»dy in the department to 
analyse them and then to tell us exactly w'hat the figures mean, what the real condition of 
a bank is. 

Me. P. M. Khabeoat. 
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Afr. Sah : I)o you want more or less a book-keeper? 

The Chairman : You a man who know^g something about gtatistics and can 

extract gome meaning from them? — Yeg, he should understand what the figures mean. 

With a knowledge of banking he ought to know what they are likely to mean? — 

Yes. 

How about a man w*ho knows banking and co-operative banking? Can you find 
a man who knows both ? — We have never searched for one. 

Yon will admit that there is a difficulty? — Certainly, it would not be easy. 

liai Bahadur Babu Mohan Lai : You say some penal jKjwer should bo given to you 
because it will have some deterrent effect although it may be exercised rarely. Should you 
not have the power of rewarding all those banks which carry out the audit instructions 
faithfully and loyally? Which of the systems do you consider better in this democratic 
movcni<*nt and in the interest of pul)Iic workers, namely, whetlier those carrying out 
instructions loyally and faithfully should be rew^arded, or whether those who do not carry 
out those instructicniH should be piinislied ? — Both. 

Rat Bahadur Pandit G. S. Upadhya : That would be much better. 

Rai Bahadur Babu Mohan Lai ; Which of the two do you ccuisider the better? — As 
a matter of fact, the other part we already have. Good workers are honoured and rewarded. 

The Chairman : Of course it soeins to me that ^ tliere is a definite system of re- 
wards and puniBhmcnts, there will be plenty of rewards and no piinisbments. — (Witness) 
Let UH hope so anyway. 

Hai Bahadur Babu Mohan Lai : You want a combination of both? — Y'es. 

The Chairman : We conic back to the banking expert. I think at the bottom of 
your trouble is audit. Tlierc is no question of that. Would you visualize a complete audit, 
or a test audit? — A enni])letG audit. 

A complete audit of accounts? — Yes. 

Once a year? — Yes. 

You w^ould require a con«idcrablo staff. The .staff of the Examiner of Local Fund 
Ae(' 0 '’iiit 8 is for a test audit, A complete audit is more an inspection than an audit. — 
(Wifur*,‘s) Viwi. 

Wlial sort of ))ay w'ould you give to your new brand of auditors? — At present wc give 
them a pay of lIs. 70 rising to Ks. KX). 

With my ex})erienee of the Local Fund Accounts, I think you should pay not less 
than }vH. 120 rising to Its. 400. Y'ou want both junior men and senior men. Junior men 
have to pass an e.xamjnalion. Junior auditors and senior auditors work in pairs. You ought 
to have something like that. Is it in contemplation? — No, it, is largely a matter of funds. 
Wc dare not ask for it. 

There is no harm in asking for it. I take it that your budget is about four lakhs? — 
Four to five lakhs. 

Rai Bahadur Pandit G. S. Upadhya : Perliaps it may not l>r necessary to give a pay 
of Bs. 400. I think they w’ill be satisfied with the grade of inspectors. At present good 
auditors are promotfMl to inspectorship w^hich post carries a salary of Bs. 120 rising to 
Bs. 250,— (lYftiim) Yes. 

The Chairman : What is the precise difference betw^een the work of an inspector 
and that of an auditor? 

Rai Bahadur Pandit G, S. Upadhya : Inspectors have not to do audit, but do 
administrative work. 

: They are just above auditors, but, as suggested by the Chairman, 
it will be better, for audit purposes, if we have senior auditors in the grade of inspectors. 

The Chairman : I would put your senior auditors above inspectors on the same Jineft 
as your registrar over assistant registrars. 

Afr. Sah : Is it desirable to have a separate service of auditors different from tbat 
of organisers? 

Mr. r. M. Kh.\hegat. 
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The Chairman :*Tbat was the point I was counug to. Of course, tlie whole esaenoe 
«)f audit ia that the auditors should be entirely indejwndent tho department they are 
^auditing. Your cadre of auditors should be souu'thing like our IxK’al Fund Accounta 
eiudib>r8— not under you, but possibly under me? — No, because they are not auditing our 
own department, but tlie societies which are quite indcixndcnt. 

What I have got in mind is Uiat an audiUtr might in the eruirsc of audit have to 
criticise strongly particular mdividuals of the departiiunt. — {Wtinem) Ve», Umt might 
happen. 

The auditor should be entirely indcjKuident (»f the persons he audits. ITr fibould be 
free from any sort of bias in his work. 

Rai Bahadur Pandit (i. S. I'padhya : May T [x^int out that the Maslagan Committeo 
laid down, and the Government of India agreed, that the auditor’s duf\ . so far us the co- 
operative department was concenuHl, would not bo purely tho work of audit, but that they 
were also inspectors? 

Ttie Chairman : Exactly, I jii-st mentioned tlic ]>oinl. W'liat voii wnnt is inspection 
'from inside and from outside t«<x>. 

Rai Bahadur Pandit (C S. IJjiadhya ‘ Therefore, if tho auditor’s duty is eonfined to 
raudit and oriticisin, he is taken away fnuTi tho department and the insja’ction juirt of his 
work wdll suffer. 

The Chairman : No, y(Mi will liavc your inspectors separate. 

liai Bahadur Pandit (C S. Upadhtja : The. inspectors are (juii<' s- parate. 

The Ciiainnau : if you are g<'iiig t(* have a eoinpieio amlit, \ou tun combine tho 
two duties providi'd that the auditor is independent. He will have lo for you 

and laqxirt what slwaild be loit lie must not be under you. M'o put it m ibe [daiiii’^st 

terms, if an auditor who was your subordinate were to |)oint out tliat \t»u me guilty 
wucli and such on irregularity, you would feel a natural inclination to get your own hack 
the first chance you got. 

The Witness : I agrte tliat tho aiuliiors should he (piite indep^'ndenf . In tho caso 
K»f rny departinf nt they have no eonnection with the hanks or societies or their eniployecs ; 
they are quite independent of them even though tiuy may he working tinder the di'partment. 

The Chairman : I (juit<' appiaciate tho point. Do you consider that tlu’V are Hufh- 
cienlly detached from the soi icties and banks to be absoliilely indepemh nt ? To a larg« 
extent they are. I admit tlicre are exceptions, and cases have come to my notice whcr« 
ihe auditors are won over; but tliat might happem under any conditiiuis even tbr)Ugh they 
are entirely independent. 

That solvi-s one point Now comes another. T am n*<king simply for information. 
I understand that these societies and hanks are purely non-etheial, that is, they are run 
entirely througlT a non official agerny. At the Hairic time you havt* IIk^ rigid of superviHion 
a nd i n spcction ? — Y es . 

Now, liaving regard to the unfortunat<* liislMry of jfu* past, do you think tluit it would 
he better to have more official control or more otTieial workem insiilf^ ilu' tociel u's and hanks 
■than you liave at prest.iit ? I hope you are going to say “No. U’l/ncs#) It varies from 
hank to bank. There are many hank.s wbicJi can manage tlieir affairs well. There are 
many others which need more official lulp and guidance than what they arc getting at 
present. 

This is not quite what T meant. I understand that wlien a bank n(‘edH more help, 
-it is a matter of administration and you give if. Would you have in cv'tv hank an 
official director? — Yrs, it would probably be a good thing,- As an official director, he would 
be one out of many; iVic Collector is already there as a Cliairman. 

Yes, but leave out the Chairman. 

Rai Bahadur Pandit G. S. Vpadhya : Even now the banks have no objection to taking 
'On our inspectors or the d rectorate. 

The Chairman : That answ^e.rs my point. 

Witness : Some banks deserve to be completely officialim^d ; th^ are not com^ 
t>etent to manage their own affairs. But there are other banks jj,hich do not nesed any 
control and very little guidance. 

P, M. Kharegat. 
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The Chairman ; It comes to this that you have got to hei[i the weak cases? — Thai 
We have. 

Oil that stateiueiit I can lake it tliat operation in bouk- parts of the province 
is really nourishing and is not Btagnaiil? — It is flourishing in a vi rv few places. 1 mean 
n ai co-operation. 

U'here is some hope for it? — It is certainly latter in some parts than in others. 

Hai Bahadur Babu Mohan Lai : Is it progressing or deteriorating? — This is u very 
wide cjuestiun and ii is ddlicull to answ«r it. As a matter of faei, J may <juote from my 
forthcoming icjiort on that very subject : — 

“I was once asked whetlitr all this expense was worth while and whether co-operation, 
was really taking nxit in the jirovince. OuhnikerH may l»c inl< resud in discuBsing the 
jxiint, hut the workers are not. VV'e know we liave a difficult jolj in ftont of us; wre are 
aw'art of tliC fact that the inovcunnt in tlic province is still lahf/uring under ii vast .stretcli 
of cloud, and we realise that ii will take at five to tm years more of strenuous effort 

before the clouds can hegin to diHja'rse. But wi* helievi* we are moving along the right 
Jines and we are content to keci> striving on and leave the judgment on our efforts to our 
BUccessorH who will rea|> what we havi sown>?. 

Jtai Jtnhadur Pandit C. S. Vi>adhyn ; In continuation of tlic fir^j rpiestion and of the 
discuHsion that has just taken place, another (pie.stion may l>e reie\ant. There is a 
Biiggcstion of surclitirgc, rewards and so many other things. As we know that the Oovern- 
inent is responsihic to a great extent and takes so much inttresi in thi' welfare of the 
movement, should it ho rigid for the (fovernment if there is a hank on the point of breaking 
up, and, if so, to what ('xtent, to eoine lo its riseiit' and to lielj) it in tin- interest of the 
movement and in tlic interest of Government and of the ]>iil>lic? 

The (‘hairmun : 'riial is exactly tlie case of Sandiln. 

Bai Bahadur lUindil C. S. Vpadtiija :\Ve have been circulated alnail ibis matter. 

Hai Ihjhadur Babu Mohan I, at : And wc have made eertain rocomnitnidat ions. 

Hal Batiadur Pandii (I. .S’. Upadhya : I may mention for further fdiicidation the ease 
of taqari. When tie crops fail and tliere is a need for taqari, Government have to lielp. 
Here is a public movemcTit on wl icli everything of the peasantry rests. What will be your 
view^ OQ tills matter ‘•-In certain exceptional cases, I agree that the Gov. rmnent must, come 
to the rescue. liven apart from Siindila, there is at present this state of atfairs in Agra. The 
cro]ts for two or tbiee years liav' liec'u so bad ibai 1 understand lliat many people have 
nclually left their xilhiges and uany more are likely to do so. The luink has already 
jidvanci'd inoTU'v to tlie cult i vat us to ilie maximum limit that it could possibly do; 
it should not advance more money, and yet for the safety of the money that they have al- 
ready advaneed tdiey are bound to g<» on advancing more .so as to keep the people from run- 
ning away. In c\<*ept ionni cas.s T think it is the luisiiu’ss of the Government to eorne in the 
assi.stntice of the bank to make giKx! the loss. 

The Chairman : Or intlier to guarantee against possible loss? — Tes. 

You will lav it dowm as a principle? — Yes. 

I should accept that as a principle, but tiot in a case like Sandila where money was 
lost through the fault of the manager. — (IVitness) To a large extent, it was bis fault. But 
other factors have also operated to a great extent. There have been bad harvests ; even 
more than that there was an unexpected slump in the. cotton trade. 

In other wxirds, unforeseen calamity? — Yes. 

One obvious remody against that is the building up of a reserve? — That is being 
done and that has been done in every case, but these reserves are so email that they 
cannot meet aueb emergencies when they are so wdde.spread. 

Hai Bahadur Babu Mohan Lai : In thi.s connection I also want to put one question. 
T>o yon co«a5der it desirable for the Government to come to the aid of the movement if 
such things happen ns have happened in the Sandila case to keep np the good name of the 
movement and to maintain the public credit in the movement? — If it is going to be made 
» general principle that Government should help a bank with inoney even though the bank 

mismanages its own affairs 

Mb, r. M. Khareoat.^ 
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That 18 not loy point. My [Kuiit that if the failure of any bank i« not aololy on 
a(x;oQiit of iai.sniaiiageiueat by its Niorkcrs, but that thfre are othor oontfibutory 
causes which were beyond the tvmtrol of the managt'r of tlu) baiiki 
and if this conUngency arises that it cannot go nn and the iiit)vcnn‘m will suffer and will 
gel a bad nano- on iicc'nuU of ilu- money i‘f tiio dejstMtorH t>eing lost, should not the 
Guveniment eonio to tlio rescue of the luink?- I would agrer to llmt \[ ihc money of tbe^ 
de|K)sitor» is goin^r to be lost. 

The CJiunniitn : I should bo inclined to accept that priiinple. Tbr-rc jh ouc otiier 
point arising c'Ui of that. What i>articular form would you consider that Clovcrnmeut 
assistance should take? I uiKhrstaud that at the present mono nt you lend to a memher of a 
society up ti* u (-“tiatu percentage nf Ir.s hmutyoi, — (Witnecs^ It varies fmm ^>1) io 7U i»er 
cent. o( his hni.sifjat. 

J Visibly the be-'i and the least troublcHoinc means of (ioverument assistance wcadd 
be to guaiantec any loss that might arise on bains made to a man bcuitnl what you 
are legnily cut it I d lend Inm. Tlie jH.>siiJon is iliat m a time t>f disiri">s you liave tn 
lend bev<md the [iropcr liinif in order to keep (In- man mi his legs, and uKimatcly recover 
your money from him. In a case like that you slauild have j»ouer to hmd up lo 1(K) per 
cent, of tin- hn'.^iffat and ilie (lov^rnmeni should undertiikc to guaraniee you tigainsl any 
loss tliat might ;K‘(ur from this over-lending?^^ — Yes. 

(H e»>ursc, you \\<.uld gcn('r;tl|y re(‘oV(‘r sooner (»r later, and t(t the <-Nfcnt you do 
recover tiio (Jovemmeni Mould disch.irge its lialulity, hut to the extent you ilo not recover 
the Go'crninent will have to make good the loss. Would you accept that as a working 
prinei|»h' ? — 1 think tha» wiuild he all ri,:ht, 

Tc ( us lake a concrete ease. Suppos*- tlu-re is a man of the hai'^nfut tif lU. 1,(KK>, 
and you would normally lend him Us. (>00. You Imve lent him that amnunt and you cannot 
lend him any mort' inoinyv. At tin- same time it imperative- that you should h-nd him 

more (<> save your original Ks. In that case you would l>e allowed to b-nd him to the 

full thousand. Tlien oul of tlnit lls. 1,(MM) (i«>v( rnment woubi guarantee to you the whole 
lis. 400 or atiy pan of it whieh you cannot rta-nver. They would give vou three or f»*ur 
years to realise the money, and at (lie end of that time whatever vain do not n'cnver you 
would rite otf and (rovernmeni would make good th<^ loss to (hat ext* n( ?•■“ 'Phal vs*uild Ijo 
all right in c*uuain eases, hut a little m**re help will he n'quire<l. W'l- an* d<‘aling witli 
people whose hai-'-iynf in most eases is notiung hut their hom'sty and r' liahilil v, VN ** put it 
down as so many thnes the value f»f his oec-ijpaney laddings ami the value r>f Itis eatfle, 
and HO on. I hit when aetunlly we cfimi' !«• tm nsure it in (-ash it comes prin t ieally t.o 
nothing. We have found this ovi-r and over again. 

n^liai is a matter of detail and h<*w it is enleulated. >'ou will hav*- lo md-Msure his 
haisii/ni in hard cash. — ( IT it ri What T was trying to explain in that partif-nlar instfineo 
that you Inn * mention! d is tins. We say his normal erixlit would be lU. filXl. In fixitig 
that amount also, there is always a danger that the man mav not ix* iddi- to pav l>aek this 
Us. fKXh hut reiving on lii.s honesty we do sf* ow ing to e\c(:ptiona! eireunistanet «. Even 
tltat Rs. GOt) may not be realisable. 

These ea.ses would lx* relatively Hnc‘ innion. not nmm r ns In tl past tlx*y liavt- 
not been une^unmon. T^nfortiinalely they liave Ixmn fairlv (x.mnxm. 

CaseH of iliat kind sliould be made speeiai eases. — iTritur.v^<t Tf yim ar*> wjlbng to 
make special eases, I agree, 

I am puite pr- pared to back anything (hat we ran do lo help the movenjenl. 

Rai Bahadur Pandit C. S. IJpadhya : Th * laying down of any such pnnejpje miglii 
create an embarrassing situation for the Government. 

The Chairman : You can lav down any rules, so limg aa you d** not puhlisli thern. 

Rai Bahadur Pandit Cr, S. Vpadhya : T think it will no) be in the interest of Govern- 
ment. Tt is my duty to bring this to the notice of the witness and the rhairman. If it ia 
known that the Go^ ernim * t may make gor>d 40 [>er cent, the proliahilily is that thfr 
advancing of money will be uiore carelessly done than it is done at present. 

The Chairman : Thore yon come back to the root of the difficulty. 

Ma. P. M. Kharbgat. 
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Hai Bahadur Pandit G. S. Upadhya : 1 am coming round to the point that when cases 
.ariH© where the Josbcs are to be made good by Government they should be considered on 

their merits and no such general rule should be there. 

The Chairman : Of courhe, we will consider iheiu on their merits. We are not pro- 
posing to lay down a fundamental rule that such and such is entitled to so much and he 
is going to have it. 

Witness : In view of the facd that this advance beyond the fixed credit has not 
to he made save in exceptional circimistanceH and with the sanction of the registrar or 
.assistant registrar the difficulty you refer to would disappear. 

Bat Bahadur Pandit G, S. Upadhya : That is what I am saying. 

Dr. Hadhakamal Maker jee : To come to the general (juestion of indebtedness of this 
province, you are aware that the co-operative movement so far has touched only the 
fringe of the population and much of th(* advance is sahukari. We iiave evidence from 
various parts of tlie [‘rt)vinc< ihat land is passing from the IuhuIk (d agriculturists into 
th(>se3 of non-agriciilturists. We have the Bundelkhand l^and Alienation Act and it is 
suggested ihat it might he extended to other areas where the transfer of land from 

agriculturists to non-agriculturists, is going on. In Bundelkhand it has been found that 

tliis Act may have restricted credit to some c.xtent, hut it has also restricted 
extravagance. We would like to have your ojiinion regarding tlie extension of 
tliis Act to other areas and to which districls would you like tliat sueli an Act. should be 
ajiplied first? — I do not know. The ])osition of Bundelkhand is very different from that 
of the rt'st of tile province There tlie ordinary position is that tlie zamindar begs the 
tenant to take liis land. In the rest of the provihee (T do not know anythinit of the hill 
tracts) the position is iiiat tlic tenants fight for hind. That makes a lot of difference. 

^ ou are aware that in many distriets it is not the agriculturist inonoylenders who 
li‘nd, but there are moneylenders wjjo are not cultivators tlicinselves hy profession or by casto 
into whoso hands the land is passing? — Yes : there, are not many cases. 

The Chairman : The fact that land is passing into the hands of non-agrieulliirists as 
proprii'tors does not necessarily mean that the land is damaged ‘V-lf the land passes into 
the, hands of the zamindar moneylenders, it is in no wny ]>ofter tlian (hat it slinuid pass 
into the hands of tnahajan moneylenders; in (lie former case its condition might bo w'orse. 

Dr. Badliakainol Miikerjrc : '^011 mean to say that a mahajan who has never bcnii 
a cultivator hy enste or hy profcpsion, hy suh-letting will not spoil the land? 

The Chairman : If he is a landlord he will let it to others. 

Dr. Badhakanuil Mukerjee : Would lie be a much better landlord than the ordinary 
zamindar who does cultivation himself? 

The Chairman ; An ordinary mahajan might he a better landlord than the old 
Thakur. 

lTi7nc.vs : He is. 

Bai Bahadur JUihu Mohan Dal : From your expericnco a.s Collector and Begistrar, 
did you find cases in whicli land had gone out of the possession of the zarnindars into that 
of the mahajan and the tenantry of that mahajan is belter off than the tenantry of the 
old zamindar — It de))ends entirely on the individjials. 1| is cpiitc impossible to lay dow’n 
any Inird and fast rules. 

Dr. BadhakamaJ Makfrjee: In the case of a small zamindar or cultivating pro- 
prietor the land is transferred to the moneylender due to his indebtedness and the cultivat- 
ing propiietor is reduced to the position of a tenant. Do you think that such a situation 
IS satisfactory? Are there not many instances where this process goes on, namely, the 
supersession of the eiiKivating proprietor by the moneylender who does not cultivate the 
Jana himself but sub lets, the tenant being liable to ojectment, and who does not invest the 
right anmunt of eapital on the land? — Well, I can see no harm in that. In the majority 
of eases T thmk we are inclined to ho far too lenient with these reckless people who dispose 
thcin up easily. If they are economically unsound, we should not try to bolster 
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Any damage tn the land, and, if iu»t, ig it desirable to give heritable and transferable 
rights to tenants where they do not exist to improve tbeu cnnlit? — You 
mean giving of heritable rights to statutory tenants? 

To all tenants, — Occupancy rights arc heritable. Statutory tenanti 
Are the only tenants who have not got such rights. 

Co you consider that we can increase the secuniy mi tliis way, and if we iinprtivtf 
the tenants’ rights, do you think it will improve the ugncultural c<»ndiiions?-~To u certaiti 
extent that would bo {mssible, but in doing that the other ditlicuUy wlneii 1 have junnted 
■out in my note irfust be ('onsidered. that is, that the laud is scarce aiui you are going to 
create a large class 6f landless fieviplc. 

The problem is this. You have the multiplication of the Uindlewvi cla'^^s for various 
reBBons. Tlie solution will he buind m the e>.tal>lishnu*nt of agricultural industries in 
‘villages, in rapid industrialization, in impn»veinenl in lurthoda of i-ultivation. Do you 
think at tlie same time it is desirahle in the int<‘rests of elhciiMit farming that we should 
improve the teiiauts’ rights and make tliem lieritn hie? They are hentabh-. 

Only occupany rights arc heritahle? ( U i7mc.v,'p4 Do you want conversion of 
statutory rights into vjocupanev rights? 1 iliiiik it would he a good thing if it is jiccoin- 
■panied hy oth(?r changes, that, is, that only tlie a<*tual uiItivahT should have these rights, 
and the sublottiug of <K'cupancv lioldings should not lx* allowed. Suldeiiing of occupancy 
holdings to a person who ai tvially cultivates sluMild iu)t he illegal, hut the suli Icj-hi e should 
acquire full rights in tlie land. 

Rat Bahadur lUihu Mahan Lai: In this connection 1 want ti‘ Know' one thing. 
8upi>ose a statutory tenant, knows that he has g<.i u life interest, only in the hind and 
therefore he uses all nioanK jio^siidc to make as mueli out (d tlw land as possible, and in 
case you make his rights lu'ritahle and transferahle and he knows that this land will hri 
his w'hether lu' mismatiages tin- land or uses it well, do ytai think in that casi' elVicient 
farming w^ould not he spoilt? — 1 do not think it will make any difference. 

Dr, Radhakarnal Muhrrjce : You think it is di siralde on flic w hoh« tfiat in fho 
province wditjre Hiibleiting of occupancy and ox-pn jirietary lioldings to non agriculluriHti? 
takes place, wc should restrict? 

The Chairman ; You bring in the (jucRtion of sulilclting of land to nt>n agri('uluiri«t«. 
It is the non-agriciiltiirist who sublets the land. 

Dr. Radhakarnal Mtikerjee : l>o you think that suhhiMing ought to he restra ied 
whether land is sublet to the ugriculluriat or the non agnculturi>.t ?— Yes, I should Huy ho. 
?3uh]etting should only bo allowed !<> tiiose*^ who would ('ultivate tin* land thcinHelvos. In 
fact when subletting takes [dace the sub-lesBoe should have exactly the ^■am(• nglits as the 
original tenant. 

Are you aware that in the Central Provinces there is a law that if a U'liant suhlcld 
the land for more than tiiree years he ci’anes ipso facto to he a lemint , and the ai linil 
tiller of the soil becomes the tenant thereof? ])o you tlnnk that legislation cui similar 
Iin<*8 w'ould bo useful? — We have something very similar, and it is that if a tenant sub- 
lets for more than three years lie may be ejected from his occupancy Twddings. Put if in 
.addition to that it may he said that if a sub ievssee would aecjuire tin* ioimtr riglstH us tlic 
tenant who is c-jected, it w’ould he a g(K»d thing. 

Rat Bahadur Bahu Mohan Lai : Do you recxinirnend that all the statutory tenantu 
be made occupancy tenants provided they cultivate theinselves? 

Dr. Radhakarnal Mukerjete : For what extent of the land should the slfilutory 
tenant acquire occupancy rights? Would you fix any economic area in which he should 
acquire such rights or the whole holding? 

The Chairman : T will put it this v;ay. Assuming that an occupniuy tenant is an 
Agrictilturist himself, in that case he is not goijig to sublet; hr must cultivale it 
himself. If he sublets, he sublets either pornianently or temporarily l^ecausc for some 
reason he cannot cultivate it. I understand you would say In such a man you cannot 
cultivate it therefore give it up? That is pr^rfectly sound? — Yes. 

Y'on have a man who has got more land than ho needs and which he should give 
up. Do you not think that it would be better that instead of enforcing sonic penalty, ii 
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•bouicl be laid down th;it the occupancy holding shuli not exceed a certain area?-— If it 
could be worked out and if it would he applicable to the locality, that would be a very 
good thing. 

Dr. Radhakamal Maker j&e ; I may tell you that in some countries in Europe it 
worked exactly like that. There ib a nize knowm as the economic holding which the small 
proprietor cannot ovcrHtcp. It may he that the f>ccupancy holding should not exceed the 
size of an e<ionomjc holding. That will serve to some extent the problem of the landless 
labourer. — ( Witness) Yes, 

Another rjue.stum which 1 would like to put to you. You are aware that one of the 
chief causes of indebtedness is that some holdings are undersized. These cannot be 
debt free, and tlu-re is accumulation of debts from generation to generation. You 
are aware of tlu* increasing iK)pulation which brings in fractionisation. It has been 
suggested by a witness that there is need of some knd of modification of the law of succes- 
sion in this regard. There has been a reference to a law uliich prevails in Germany where 
only one sfin sticeeods to the holding and the other luors are compensated by the inheritor 
who is called the preferred heir; and there is an arrnngement of payment by instalments 
covering a long period. Do you think that r»ne of tlie chief causes of the indebtadne.s8 in 
the first place is (ho undersized holding itself? If so, how would you remedy this? I)o 
you tliiiik that we Hhould move in tlio direction of modifying the law c>f inheritance in 
some measure? 

The Chairman : I may put the f»ther side and you iiuty answer togetlier. We will 
suppose that I am head of a Hindu family with four sons and we have got an economic 
holding. When 1 die, of course, the holding becomes more (‘(•(•nomic than before because 
it is held by four instead of five, lint each of the four has got a son making a total of 
eight persons. According to the prestml system these' eiglit have to do the best they can 
with the holding. My friend suggests that one of tlie four, we may call him X, would 
get: the wdiole of tlie hold i rig and hr* would compensate in some manner the other seven. 
But where is X to g«l tliis compensation? I ]>ut it to you that he must get it. out 
of the holding and tliat consefjuen! ly the holding will still he snj^porting all the oiglit. That 
proposal, 1 put it to you, is only possible if you can s('nd the other seven somewhere else 
where they can find some other means of snhsist( nee, such as industry of some kind. There- 
fore the true solution of all these diffieulties about fractionisation is not the consolidation 
of holdings and is not in allering the Hindu law in a manner w'hich will upset the entire 
rovintrv, hut to foster industries and to give separate and different 0 ]>enings to the surplus 
agricult urai population ? 

Dr. Hadhahama] Mukerjee ; I will explain the matter more fully. We find from the 
fiettlernent Officer’s report that the number of holdings of 2.^ acres or less in the Budaun 
district in 1870 was as Viigh ns 20 per cent, and in 1020 it is 37 per cent. Now in a dis- 
trict like Budaun an economic holding would bo 10 acres. 

The Chairman : No. At the most it would be four. 

Dr. Hndhnkamnl Mukerjee ; Take it as four. Thirty-seven per cent, of the holding*? 
in the Budaun district in that case are uneconomical. Tf there is n fresh sub-division of 
holdings on account of the death of the heads of families, will not the situation be far 
more unsatisfactory than at present and w’e will have a much larger mimhcr of holdings 
which will he ht'low^ the credit line altogether? Now it is true that we have to develop in 
other directions, e.q. rapid industrialization, improvement and introduction of agricultural 
industries and all that. Tf an opinion is engendered in the country to the effect that only 
one man should succeed and till the soil where there is a small parcel of land and the 
other brothers should shift to other places, that might solve the problem. There should 
be a spirit of adventure and enterprise. 

The Chairman : There will be a spirit of adventure. The seven people will kill the- 
one and take his land. 

Dr. Radhakamal Mukerjee: That is how the agricultural countries in Europe have- 
solved the problem. 

The Chairman : They have not the joint family system. 

Dr. Radhakamal Mukerjee * ffTiere is joint family in Germany find in Russia. 

The Chairman : They have plenty of industries and if they have got surplus popula- 
tion, it goes to America. 
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(To the witness). It is a very j^eculiar i|uestion anil I do not want lo worry y«Mi 
nbout it. You may send a note on it if you like, 

IVifncA,-? ; In one or two cases 1 made emjuirit s wliere I ftmnd that the ftize of 

the holding had decreaHcd. 1 found that what had - happ« luxl wa« that the land had hiH»n 

partitioned amongst landlords. Inhere were a larger numlH'r of tluuv there wero 

before, that the area of each holding had decreased for, ai'cording to the paficuft, the land 
held by a tenant in each pafft is a Ke|*arate hoUlin^u. if before ho had t\ve aercH in a 

mafial, now he w^iuld have ‘2J ucres in trach put ft anvl therefore the si/a’ of the holding 

had gone down. He has got the same amount of area for eulttvatuio as hofore. 

liai Bahadur Pandit (t. Vpadhya : That in a question whuli re»juir«'s eonsiiler* 
ation. If you like to write a note on u you can do so. 

The Chairman : Tlie whole ditViculty is that all tlic.se calcttlfiiions have been a« a 
rule worked out (in the basis of khafa^'i. They do net give a clear idea of the real 

holding of a tt^niint. It is quite (MiKsihle that a man may he holding oiU' acre in one 

patti, two acres in another paHi, half nn acrt‘ in anotht r pafti and si> we cannot got at 

the actual average. It is very difficult to pursue the enquiry from pafti to pafti and from 
one patu'an to arudher paiirari. 

Dr. Hadhakamal Mnkerjcc : In the invest igai ion khatns of several paftrari^ were 
brought together and it was found that a largo number of holdings wen' inadequate. 

"What nliont licen.sing moneylenders? 

The Chairman : J am afraid we cannot keep Mr. Kharegat imudi longer. Let na 
give him some other time. Can you ei-mo on Monday, «t It) a.m., Mr. Kharegat? — 1 can 
come. 

(The Chairman f hanked the witnefts uho u'tllidrcu .) 
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Further lupplementAry written eviiienee. 

RKFKnRiNO to iiiy oral evidence on ihe 31 st January, and the question al>out the 
banking expert, I enrlus * a aipy of a letter from the Registrar, Co-operative Societies,. 
Punjab, which will show what the financial adviser does in that province. The expert, 
as I visualise him, would perform the following functions : — 

(1) He would give Hdvic,e both to the hanks and to the di'pnrtrnent in technicaf 

m Jitters. 

(2) He would train the auditors how' to audit hanks and see that they audit 

them along right lines, hv doing some super-audit liiniself. 

(3) He would examine Ihe audit notes and pass orders thereon. 

(4) He would study all the figures available and sliow elearly what the figures- 

really indicate. 

(5) He would exercise some sort of control not only over the audit staff, but over 

the office staff of the hanks as w^ell. 

(r>) He would examine the banking and financial transaetioii.s of banks, giving 
advice where lU'cessary and controlling interlending. 

(7) He woiiUl bring Ciooperative banks into toneb wiih joint-stock hanks and the 
money market where required. 

2. Refc'rring to the ipiestion liow to sec that effect is given to audit Buggestiona 
I put forward the following pra(’tieal recommendations : — 

(1) The audilor sbould bi* empowered to correct the balance-sheet and other 

tignres where necessary. I believe lie is already empowered to do so 
under sect ion 17 of the Co-ojierative Societ ies Act, but tlie point needs to 
be cleared up. 

(2) Difficulty is often experienced not w’ith the honorary workers, but w'ith their 

jinid staff; recently it was found that ‘27 out of 29 did not knnw^ even how^ 
to prepare a balance-slieet. All the staff employed by banks should, therefore, 
he licensed by the registrar, and no one not possessing a licence or certi- 
ficuto should be employed. 

(3) Furllier, on llie adverse report of an auditor, the registrar should he 

empowered to cancel the certificate or licence, after such enquiry as he may 
consider necessary. 

(41 If audit suggestions are consistently ignored an enquiry committee must be* 
appointed, and, if it recommends the Hupt^rsession of the manageinont, there 
should be a provision in the Act or rules for giving effect to it. It would moan 
placing the bank under a departmental “court of w^nrds” for a fixed period 
till matters improve. Government would have to bear the extra ex|)enfle on 
staff in certain cases, and may even have to give loans as a temporary 
measure, in ca.se the depositors get frightened. 

(5) It should l)c made clear to the management that “in their conduct of the 
affairs of the hank they must exercise the prudence and diligence of ordinary 
men of business and shall be responsible for any loss sustained through acts 
contrary to the law, the notified rules or the byelaws” as recommended by 
the Burma Committee on Co-operation ami the registrar should he empowered 
to enforce this responsibility, when necessary, by inserting a penal provision 
to that effect in the Act. 

If these suggestions are adopted T do not think any further difficulty is likely to ba 
experienced in the enforcement of audit instructions. Of course, the department w'onld 
have to see, in the first instance, that the audit instnictions themselves are fit for 
enforcement, for it must he confessed that a largo number of ihe present auditors ennnot 
be relied upon always to make sound, practical suggestions. The first step must, there- 
fore, be the improvement of the auditors themselves. 
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Copy of a letter from the Hegietrar^ Co-operative Societies, Punpib, to the Hcgistr&fw 
Co-operative Societteg, United Provincfs. 

The banking expert* \vho»c otYicial title isS now Vinancnil Aitvmer to ilie C'o- 

operative departiueiii, in one Mr. « who hat* ha*l iiianv year!* serx u o wtiU 

the Batik, now under liquidation. 

At the moment his work is more or less as follows lie iivquH ts all eentral 
banking institutions. All audit notes of central institutions go to liiin ; lu' eumments <-u 
them, sends a copy <d his commeiiis through the iis-al held staff iti the central insluu- 
tion coneerued, and forwards on the audit ihUo with his comments in original up through 
the gazetted field staff concerned to the registrar. He cxaiuines and comments on central 
institutions* applications for huans from the provincial bank, and then forwards fhenv 
on to the registrar, who is also the prtsidont of the i*rovincial bank. W'hciu'ver rt»queMied 
t-o do so he prepares delailcHl schemes for the better office work, etc., of eential hanking 
institutions. He is often consulted on financial and routine and staff matt-ers by tlie 
central bank.s, etc., and advises thorn aixordingly. (icneraily sivaking. in nmiters of 
finance, and' in matters that concern the depaitimuit «>r cimtra! institutions gcnorjiUy, 
he acts as adviser to the registrar, who passc’s the final orders (ui Ins rocoimniuidalions. 
In special matterB that affc^et only a particular institution in a portnular matter lo 
frequently deals direct — in fart, as that institution's advis<*r. 

Fi>rtiiniitely , Calvert, l>ariing and Strickland all indicated the right hues cui 
W’hieh llie central banks, etc., Hhould work. Ihit a yiar or two ago Coivornmeni thought 
that as the amount of money involved was becoming exlrofnely large, and regisfiMrs, after 
all, aro onlv, so to speak, amateur haukcr.s. it would he* advisable to have available 
eonliuuouHly tlie services of a trained ami experienced hank»‘r. It is prohahle also that 
bankB will be more ready to listen to sueh a innii in mailers of finance uml organiBiition 
than they would be to listen to a registrar, who bail been known to them for years in 
various other nic^re usual capncitie.s, and miglit, therefore, he eon^iidcnxl to he sornewhut 
of an uf start adviser. The appointment has really been of iisi* in bringing banks nearer 
to the bigh standard domnnded by onlinarv joint,. Htoek hanks, and in Keeping llu^rn there. 
His advice on such details of finance and organisation as tlie regi frar could not 1 m* 
expected to know very well, but arc the ordinary daily htiHimv^s of the profesHionril 
banker, lia.s been of very great us<‘. Incidentally, as audit noles uiel other financial 
paficrs pass (lirongh him to me, ho has l)e<‘n aide to diuTcaHo Homewhiit the amount 
of work that falls to ihe lot of the registrar; and this, »s you can imagine, is the cftse 
w'ith our 20,000 societies and a correspondingly large staff is very wndcome to the 
registroi 
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FURTHER ORAL EVIDENCE. 

Lucknow, February 3, 1930. 


Present : 


Mr. K. a. H. Klumt, o.b.e., i.c.s., m.l.c. .. 

Mb. Mohan Lal Sah, m a., ll.b. 

Kai Bauaduh iUijti Mohan Lal, m.a., ll.b., m.l.c. ... 

Dr. liALHAKAMAL MUKKUJBK, M.A., bIi.D. ... 

Rai Bahadur I’andit G. S. Ufadhva, b.a. 

Mr. Jjakshmi Das, b.a. 

Dr. L. C. Jain, m.a., ll.b., rh.D. 


Chairman. 

.1 
. I 

Members, 

• J 

... Secretary. 


Sir rurBhotamdjia Thakurdas, kt., c.i.e., m.b.e., m.l.a., Acting Chairman, and 
Mr. V, K. Aravarnudha Ayangar, m.a., c.i.i:., Secretary, Indian Cx’Dlral Banking Enquiry 
Committee, wore also preHcnt. 


(lVi/ne.v.s' : Mu. C M. Kharec.at, i.c.s., liegUirar, Co (fpcrativc Societies, United 

Provinres.) 


The Chairman : I tldnk tlie other day we got more or less to tl)e j>oint lliat both in your 
opinion and in ours the main iine of our advance waa through the co-operative movement; 
that the co-opera live rnoveniont at the present moment was not in a very satisfactory 
e<mditiou ; that it was beginning to improve; tliat you wanted a considcrahly better slatf, 
probaldy not any larger statT, Init a h'&ttt‘r tyjie of personnel, and that you also wanted 
more money. We als(j suggested and as fur as I think you agreed tliat probably in certain 
areas, at all events in certain places, it- would be necessary to put rather more officialism 
into the movetnent. Well, (here we stop^ied as far as I remember. Now you have had time 
to think over the matter sinoxj. Would you like to add anything to what you said then? — 
1 have sent you notes and I have put forward my suggestions in tliem. 

The first question is how' audit could he best improved. — { Witness) I have }>ut 
forward my suggestions in tlie note. 

You s^wak about the financial adviser. Will yon tell us exactly what his duties would 
vbe? — The expert, as I visualise him, would perform the following functions : — 

(1) he would give advice both to the banks and to the dopartmeut m technical 

matters ; 

(2) he would train the auditors how to audit banks and see that they audit 

them along right lines, by doing some super-audit himself; 

(3) he would examine the audit notes and pass orders thereon; 

(4) he would study all the figures available and show clearly what the figures 

really indicate ; 

(6) he w^ould exercise some sort of control not only over the audit staff but over 

the office staff of the banks as well ; 

(6) he w’ould examine the hanking and financial transactions of banks, giving advice 

wdiere necessary and controlling interlending ; and 

(7) he would bring co-operative banks into touch with joint-stock banks and the 

money market wdiere required. 

That seems a fairly full-time job. Y^ou certainly want a full-time man and a highly 
paid man who will probably draw’ a higher pay than yourself. Where do you think you 
can get such a man ? — He will have to be searched for. 

Much more probably he will have to be made, because it is a very varied combina- 
tion of knowledge that you want from him. I do not think that there are many people 
who vrill combine the knowledge of banking, the knowledge of finance and the knowledge 
of audit. We all know audit from outside, hut that is not enough. This man must know 
it from inside. I am inclined to suggest that you want two men, one superior auditor 
•and one superior financial adviser? — It may come to that. 

Mr. P. M. Kh.areoat. 
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I am not Ulkiug as Finanoo Secretary, but, 1 am talking as Chairman of Una 
Committee. I most strongly suggest to yon that you do not want one man only, hot yoa 
want two? — ^Two would be much better. 

Is it a fact that at present you have not good men as auditors? — That came oat in 
the Sandiia case. 

Rxti Bahadur Babu Mohan Lai : And in other cases loo. 

The Chairman : I think we have not yot taken up the quesuon of a pix>viucial 

bank? 

Hat Bahadur Pandit G. S. Upadhya : No. But Mr, Kharogat has prepared a note 

on this. 1 am sending for it and it will come in a few minutes. Meanwhile we may 

proceed with other subjects. 

Dr. Hadhakamal Mukerjee ; You have suggested the formation of industrial banka 
on co-operative lines? — Yes. I say if an industrial bank is formed it would be better to 
have it on co-operative lines. 

Do you think that a joint stoc'k bank may not have Uie same sympathy with businesa 
methods which you expect from a co-(>perative bank? — Yes. 

You also regard it as essential that expert asaisianee and advice should be availablo 
for industrial banks as well as co operative artisan 8cx:ietie8? Do you think that one of the 
reasons why many of the co-o[)erative artisan societies wjuld not do well in this province 
was the lack of such expert guidance in iiHlustrial prin'esses and in t'tnnmereial niatU>r8? — 
That is one thing, and still luoro iinporiaiit is the question of the sale of their gmsls. 

I filiall come to the epu^stion cd sale later on. Now what would be the machinery 

for securing such expert assistance in industrial matters? Do you think that wo can 
leave this work to the Industries department which should iissocialf) vvith your department 
technical experts for giving nocessary advice to the artisan sotuetics? — Wc have two exfierts, 
one for leather and one for textiles. 

Do you think that assistance given by the Induatries dopartmeat will be neeesHary? 
If 80 , in wdiat form do you want that assistance? Or do you think that expert gwidanoo 
might bo left to these experts or some other expertH who rniglit be appointed l>y you? — In 
addition we do want the help of the Industries department as w’ol]. We cannot do without 
it. 

You are satisfied now with your two experts? — I do not know what you menn by 
“satisfied.” They are trying to do some work. It is too early to nay whether they will 
be successful or not. 

The Chairman : May I ask who these two experts are? — One is Mr. , 

who was the Superintendent of the Agra (»overnment Leather Working School, and tha 

other is Mr.— , who w’as somcwliorc. down soutli, Madras, wlierc he used 

to do his own business, and when he fell out with his partners wc tfvik him on here. 

They are definitely in your department ? — Yes. 

I may remind you that you have got quite a number f.f tecKmical schools, for instance 
leather working, dyeing and printing, weaving and carpentry. So that technical educa- 
tion, of course, is assisting you from the other end? — Yes. 

It is training the artisan? — Yes. 

They train them, of course, mainly in the handicraft which they are going to pur- 
sue. Do you think it would be a good thing to add to their training something in the 
nature of that sort of training which you could give, namely, training in cO'0]r>eration as such 
which would merely mean a scries of lectures? — Yes, that can be done, but the sort of 
people in these schools are not the actual workmen as fai^as I can make out. 

They are mostly the skilled mechanics. But I fancy they have — at any rat© th^ 
used to have at one time — continuation classes or night classes for those working in 
karkhanas? — ^Very little of that. It is mostly for middle class people who wdsh to learn 
that job. 

And then hope either to up in that business themselves or get a superior Job in 
it? — Exactly. 

But don’t you think it would be a good thing if they could train the workman himself 
to a certain extent? — I think that would be uiuch better. 
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Of course the difficulty is to get the workman to come. It is either a mailer of 
practically paying his wages ai! the time in the shape of stipend or of giving some sort of 
training in the niglit chiKsefrV — In place of fhat 1 would prefer our system which is to 
send the teachers to the houses of these people and show* better methods. 

I was coming to that now. I was going to suggest peripatetic schools, as we call 
them, so that Ihise teachers could go from place to place. — (Witness) And not only 
from place to fduce, l>iJt from house to house. 

In weaving they liad j>eripatetio bcIuxjIs and then gave them up. — (Witness) 
Because the man in charge was the wrong type. 

Would it not he a gcKxl thing to put that ty[)e of instilulc under you since you 
have lliose peripatetic instructors already? — Wc have just two and we are now in Agra 
trying working together with the Industries department. They have given us a dyeing 
expert and lie (lo<':cgo rf)ijnd with our inspector and teaches the weavers at tlieir ow n houses 
how' to dye tie stiifl. 

I think llfcre is ccrtfiinly development along these lines jwssihle. 

Dr. Jtadhahunia} Muherjee : What' Htcj)s would you advocate for co-ordinating 
better the kind of indnstriHl training wliich is given by the Industries department? — 1 do 
not think it is possihle to do anything without the personal factor. W'hat matters most is 
the personal factor. If tin* local man in charge gets dii w’cll w ith the other people, there is 
complete co-ordination : if, on the other hand, tlicre is some frietimi beiwoeii them, it is 
reflected in the work. 

We are told there is great want of co-ordination in this connection. — (Witness) Tn 
some rases there is wnd in some there is not. It all depends upon tlu* individual man. 

The Chair)nnn : In fact you are getting back to the question of personality. — 
(Witness) Yen. 

That is the rock whicli w'c split every time. 

Dr. Jhidhakamal Mukerjee : You have also .suggested co-ordination in sales. Do 
your experts lielp in tlio sales or give commercial information? — Tliat is wiiat wo had 
hoped for wht'u wc apixiinted these experts, hut the leather-man certainly is not capable of 
doing it. He is only a technical expert. The textile man we have got does try to a 
certain extent to do thi.s work. 

The Chnirman : May I suggest to you that you are obviously indicating the need for 
a third exjicri. 1 mean it is ratlier a lot to expect a technical man to know^ anything about 
the best method of sale or the best markets. It is not his job. Once he has got the 
article finished, he lias done with it ; his interest ceases. What you do want is a commer- 
cial expert or trade expert, and that, I think, you should not have much difficulty in 
getting? — 1 do not know about less difficulty; I think it is more difBcnlt. 

WliCn it comes to commerce, wc can do a great deal Vyy reliable agents. It need 
not necessarily be the sole occupation of u single man. We have had a good deal of evidence 
from various people who are interested in one way or oHier in the sale end of tlie business 
and 1 think wc can jn-obably devise something. We have, e.g., the pre.sent Director of 
Industries and my own Deputy Pocrctarv, who did a lot of sales work at Wembley and gave 
us very useful evidimce. We have had people like Mr. Bolting; and wdaat Mr. Botting does 
not know about the industries at lAicknow is not worth knowing. We have had the 
evidence of tlio trade itself. There are industries which are definitely and directly in touch 
with the foreign markets also. So I do not tliink there w’ill be so much difficulty in getting 
tlie sale end of tlie business on sound lines as the other end of the business,, namely, the 
creation of a good working artisiyis society. — (Witness) If the sales end of the society 
is organised wt* can do the rest. Our difficulty is that at present we tell the people to 
manufacture certain things. Well, after they have manufactured it they naturally want 
to sell the ihing as quickly as possible and unless they are going to have this, they aro 
not going to listen to us. 

I quite agree with you. Then we come to the third.point which is the link between 
the two, which is mainly financial. The trouble I find again and again in every industry 
is the impossibility of financing an order for some expensive article; and the difficulty is 
to buy material to cany that order. You get an order for some expensive article; 
and the difficulty is to buy material to carry out that order. 

Mb. P. M. Khabeoat. 



( 451 

Rai Bahadur Bahu Mohan Lai : Sucb has been the cane in Saudiia* There wm a 
big order from the tiovennneai of India to 8upi»ly cloth, but throngb the want of money 
they were unable to supply it. 

The Chairman : In a sense that ia where you txune in most. It is all very well 
to talk of getting rid of middlenieii. but I don't see how you are going t<» di> it unleaa 
your artisan society ia vgoing to undertake tliat work, — not only to tinanoo the whole of the 
work on an order, but to riuaneo it against time. — But even that work can bo 
organised wiUi a little trouble provided there is a certainty that tiit' goo<is produced will be 
sold. 

Now you see we are again moving in a circle. We again ami again hoar tf 
business lost because an order was not carried out, and the ttrder was not carried »mt 
because money to carry it out was not available. However, we now see our way to 
a general solution. We are only left with llio details. Tlie details i un lie worked 
out afterwarcla. 

Dr. Rtidhakama} \fuh'erict : Do you think tliat the co-(>p<*ralive h.niks might 
finance directly the artisans? — No, I wtmld not like the coo|Huiitive l>anks in deal with 
individuals. They slioulil only deal with siK-ieties. 

You art^ aware that in some cimntries this is ndmitt.rti? — I dan‘suy it is. We 
have attempteil it at Sandila. Wo had a central weavers' bank at Sandila and wo 
found that about four fiftlis nf tluit has turned (»ut to be bad debts. The finaiK ing would be 
through the co-operative .mtcicty by tlie industrial hank. 

It is ^imposed that we might start a bank in Benares. Dc^ you tliink any other 
areas aro .suitable? — We have h bank something along that line ul Agra. It is really 

W'orking as u sort of branch of the district co-op(rati\e bank, (bivernmcnt haw given 
Bs. 10. (KtT) and the bank has set apart anoiber Bs. lO.tHX) or Vi ,000 from its own fund, 
and (hat forms a sort of separate section which deals (uily with induBtrial H<H.ietieB. 

Do you agrct' wall the scheme that we may have luo imluHtrial banks, one at 

Agra and another at Benares, ami we .should have, branches or agents of sueh hanks in 

other simillcr industrial centres; or do you think that we should have more than !.wo 
banks? — I would gay that you should have as many luinks a.s are reipiirtBl. At each 

centre if tliere is a large number of socictie.s, you may have a separate bnuk. b'or instance, 
in Ag’ra we have now about fen or twelvt* societies and a small bank with a capital of 
Bs. 20,000 to Bs. ‘25,rKK) Rcrves the purpose. At Benares we Imv** not got a single smuety, 
BO it is no good thinking of a bank there, at any rate at. preHcnt. 

W^here else would you establisli another bank? — It is dilVicult to say luvausM the 
ground rnu.st fir.^t be explored to see what work can lie done. Morad itcid and Bareilly 
are tw^o jKjssihIo placo.s ; JWiradabad for the brass worker.^, but we have not. tackled 
t)ie problem at alb We b.ave not even approached tliem. Al Bun illy there an^ a largo 
number of leather-workers and we have tried to orgemise them. In fact tliere iiro siuno 
societies whicli are working now. If they improve and if more .Kocit tifs arc likely to bo 
formed as the result of tlieii improvement, tb.en the questh n of au iinluHtriul bank would 
have to be considered. 

Rai Bahadur Pandit G. S. Upadhya : In short, you will lay down the principle that 
the industrial co-operative .society should precede the industrial hanks? — Yes. 

And that being so wherever the societies can be started there the bank would l>e 
found necessary, that i.s, w'e should not start banks first? — No. 

Rai Bahadur Bahu Mohan Lai : I quite understand that these industrial banks may 
not deal with individuals. They may deal wuth co-operative aricietiis, hut how will you 
be able to start a separate industrial hank on a ro-op<.Tative system? — That would bo just 
like central co-operative banks or di.strict co-operative banks, practically along the same 
lines expect that we will specialise in dealing with industrial srKueties. 

Do you think such h'vnks will be successful and will be able to get enough profit to 
meet all the expense:; and 'eelare a dividend to the sharcholderH ? — Yes, I think they 
would. If they aro properly nm there is sufficient scope to make a profit. 

Dr. Radhakamal Mukerjee : Yon are not at all a^oeable to a scheme of baring a 
joint-atock bank dealing with artisans? — That would not intcreat me. If they choose to do 
so, well let them try the experiment and see the result. 
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For instance, in Benares yon have no artisan society. — {Wiine$9) Wa had 
aereral — 80 to 40 — ^and they ail went into liquidation involving the bank in a loas of 
Be. tK>,000. 

The Chairman : I think it is probably correct that no joint-stock bank would look 
at it as a paying proposition. (>ur great mistake is that we have, to a certain extent, 
bolstered up dying industries which were masquerading as pioneer industries. 

Rai Bahadur Babu Mohan Lai : Do you think they should be organised solely by 
private indivduals or should there be any government subsidy also to start these indnS' 
trial banks? — Certainly Govormnent ought to help in such work in the beginning. 

Sir Purahotamdas Thakurdae : In paragraph 3 of your very useful note on this you 
say that a comparatively large number of the credit societies of this nature went into 
liquidation in 1912? — They did not go into liquidation in 1912; they were formed in 1912; 
they failed sl>out 1917-18. 

Is that the total number, al>out 30 to 40? — That is only in Benares. 

What is approximately the total number of such artisan societies? — Of artisan socie- 
ties which have failed there may be roughly about 100. 

Is any surviving at all now out of those artisan societies? — Yes. We have about 
30 leather -workers and 40 texstilc. We have above 80 societies of artisans in the province 
started at various times, not all in 1912. 

Would they have an average life of ten years? — Yes, it would be about that. 

How do they manage the work? — They simply work as credit societies. They take 
a certain amount of money from the bank and at certain periods tbey repay the money. 
That is all the work they have been doing in the past. 

Do any suffer from this handicap of not being able to dispose of these goods? — 
They do, and that is why n large number of them have very heavy debts. Out of the 
70 or 80 which are working at present a very large number of them are not working 
satisfactorily and are in fact fit for liquidation. 

What percentage are working satisfactorily? — About 18 in Tanda and 12 in Agra, 
about four or five in Bareilly. Those arc working fairly satisfactorily,, i.e., about half. 

You had 180 started in the Unitod Provinces. Of these artisan societies of which 
100 have failed 35 are working satisfactorily and the rest are half-way between the two 
sets. Is there any special feature of the 35 which are satisfactory which you could en- 
lighten us about? — The Tanda societies are working satisfactorily simply owing to the 
influence of one man. Tanda is in the Fyzabad district. 

What is their busi^iesfl? — ^They are weavers. You know jamdani; well that is 
prepared at Tanda. 

It is in the hands of individuals? — ^It is one individual. He is trusted by the 
weavers, and owing to his personal influence they repay their loans as soon as they can. 

Does he make anything out of it? — ^No, 

So be is a selfless public worker in this matter? — Yes. 

Has he any interest in it himself? — No, I don’t think so. 

He is a man that does not belong to the industry and still takes a sort of benevolent 
interest in it? 

Bat Bahadur Pandit G. S. Upadhya : He is a local zamindar and mahajan. He is 
interested in tJtui people generally. 

Witness : In Am their success is only recent, and that is due entirely to the 
efforts made first by Mr. Nevill, who was the Collector there, and Uten by the local co- 
Ojperative societies. It has been organised only during the last two or three years. The 
Tanda one ias been working for about ten years. 

Sir Purshoiamdas Thakurdas ; Is there any special feature regarding the others? — 
I have given a note about that as te what difficulties we have had to encounter and how 
we have overcome them. It is an extract from the annual r^)ort. 

Begarding the Tanda work it is due to one man and it has worited satisfactorily 
for about ten years. C!ould you say the same thing of a few more out the 85; or is 
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tb*t the only one you can lay dowu as due to a really good peraonality makiog a aucoeM 
of a scheme? — I ibink that is all. In a village in Benares called Baiyid Baja there ia 
another local man who takes a lot of interest. There were several artisan societiea thavi. 
They were not flourishing at all; aixmt two years ago this gentleman waa induced U> tidhs 
an interest in the matter, and since then they have shown some signs of revival. 

In theM cases — take the first one — it has a ten years* career. Do the artisani 
really appreciate the advantages of w'orking on this method? — I doubt it very much. 
When 1 had a talk with them they said it was a great advantage, but the only thing 
is they pay a slightly lower rate than what they would if they borrowed from the money* 
lender. 

What is the extent of this slightly lower rate? How much is it at present? — They 
are paying 12 per cent. 

Supposing this was not there, how much would they have to pay?— It might be aboul 
18 per cent., or it might be cveu 12 |H‘r cent, on certain t^onditions. If they were to 
deliver the particular product to the Kaiiic mun. riicn they wuld have to pay a much lower 
rate. 

But then they would suffer in pricre? — Thoy wouhl probably auffer in price. 

And I iinder«tand that these p<‘op!e d<:» nt^t appreciate the advantage of receiving 
at 6 per cent, over a f>eriod of ten years? — It is ho Hiuall thiit they do not realise it. 

So that its good effect is not communicated from village to village. It is not 
tangible enough for them tn talk aUjiit. Therefore the coritagion of a gw>d thing like that 
is not there? — But in Agra it is different, beca^iso there we wore able to show them a vary 
large profit within one year by arranging for the Bale of Ihoir goods. Wo obtained orders 

for them from certain estate^, and pa«rte<l on those orders to them with tins result that they 

got a very substantial sum for the Rmucty. 

That moans better BaleHrnnnslii[), not belter finiince. Do you think you would be 
ablc^to get thiH lietler salosinaiiBhip in Agra? — Tluit I cannot say. 

The Chairman : Who w as resp<in«iblc for this brlter »ale8inan»hip?— First thora 
W'as a local zamindar who was the man wIk> securwi orders from the Balrampur cstatu whero 
he had certain connection.^ and those orders were passed on to the Hocietifm and they mode 
a big profit on it. Since then tlie work has been developed along nimilar 

lines. That i.s, wv try t<j seenre orderB from cstatcH or government depart* 

ments or big dealerH at a fixed rate. 

Well, it comes back to the same thing— personal influence again ! 

Sir Purshoiamdas Thakurdas : Now if this could not he continued in Agra, then yon 
ax^prehend that the Agra siKicty, too, may la|)se into rut with the other? — That in quite 
true. 

Is there any likelihcH>d of your Iming able to organise on these linea as Begistrar, 
Co-operative S^xieticB, witli a view to better saleHmariHhip?— As Registrar 1 cannot 
arrange* for better Haleamanship. 

No, but you may organise Hm:ietie.s and put at 'the head of the oocicty poopld 
who wmuld take an interest in regard to sales? — Yes, if I can get men who would take up 
this work of salesman as a whole-time job, so to Hj>cak, then wc are X)reparr3d to form more 
societies for the purix)se. 

You mean paid staff? — Yes, paid staff. It must largely depend on them. 

Of course, paid staff would be somewhat costly. If you can interest some merchant 
and say that you will pay some commission, it will be cheaper? — ^We tried; we are trying 
to do that in Agra. 

Have you succeeded? — Not yet in Agra. 

Ton think people will take to it? — They may, because we are able to supply better 
articles at a lower price. 

The sort of man who would be attracted is a man who had commercial knowledge 
and who, perhaps, had got weak financially. — (Witmts) Yes. 

Are yon looking out for a man like that?^ — At present we are not, because we have 
a shortage of funds. It is no good thinking of that. 
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Where does the question of funds come in? It is not a question of pay^ them, 
engaging a whole-time man fur this all over the province would l»e a costly busineBs; but 
if you could, say, in a district or whatever unit it was, [lick out one or two men and tell 
them “Now if you sell the stuff which this co-o{>crative B(x:iety makes, we w'ill give you a 
commission" — 1 do not know what it should be, it may be Rs. *2, Ks. 5, Rs. 10 — if you 
could get hold of somebody who knows the biisineHs, the financing would he done by the 
society. You yourself say that if the sales can be tonsured, then the financing part will 
not he so difficult. Now to ensure sales you cannot ask for a whole-lime man because you 
would have to pay him fairly well. Voii cannot get an exiiert man for Rs. 60 and you 
cannot expoevt the (lovernrneni to give you an expert man. But if you could persuade 
the bixjiety to give commission to a man of average capacity, thereby replacing your paid 
staff by an agency whom you pay only if ihere is business, not olhervvise, it would be 
chouper? — Yes, that is what we are trying to do, nc^t selecting any particular person like 
the one you mention, but trying to gel into touch with wholesale dealers. We tell them 
we could supply you with these articles at so much below the retail price and they take 
the respon8it>ility for selling it. That is what wc nre Irving lo do. 

The C-hairman : That is the same thing in another form. 

Sir Purshotamdas Thakurdas ; When you say the cf)'()pcrative society, do you mean 
the co-operative people themselves? — The gentleman in charge w'ho is hxiking after the 
cooperative societies. 

A question was asked whetlier you \\ould recommend ( lovernrnent to provide these 
finances. From the tenure of yrair memorandum it would apjtciir that as Registrar your 
apprehonsion is that the hnanee u.sed in these purposes may he a stirt of lock up unless 
^^Mir stuff is ensured. Therefore v»ur apinion is that hclorc prrjviding finance there 
should bo reasonable i*rocaution taken to see that the niiinufnctured article moves on, 
otherwise there would he a lock-up and Ihere would be had debt-. You, therefore, indicate 
that for Ihese small industries tl>e main dilVn ully need ni»t lie considered to ho finance so 
mvich as organisation to convert into immey the manufactured article? — That is so. 

You attach much more im]x>rtance to that? Would I l>e correctly interpreting from 
your memorandum that if this is adojited, the financial prehleni \\(*ulfl not he so difficult? — 
Quito. 

You could oven then fX'rsuade a person or a liunk to ndvaiu^e money. You would 
go to him and say “I have sold stuff worth Rs. .50, (XX): w^ould you allow me Rs. 30,000 
with which to buy raw material.” The difficulty will not he great, wliereas if you started 
financing and waited for custom you would he l.inding tlie hank or Government with a 
debt or 'w^itl] a l(K*k-up? —Quite so. 

liai Bahadur Pandit G. S. Vpadhya ; As regards the experience that we have had 
here or they may have had in the Punjab, don’t yon find that commission agents will not 
take the same interest in the sale of the goods, becau.se they do not depend tljemselves on 
the sale of tliat particular article only, as the retail shop or the persons who have manu- 
factured them? — It is only natural that the manufacturer is hound to take more interest 
than others for the sale of his goods. 

Or the particular shop?— it is kept in a shop, 

In that case if the commission agent is confined to a locality (of enurse. if commission 
agents are all over the province, they would be able to sell a large amount), for instance, 
Agra, will the sale be sufficient to encourage the societies to j^ersist in the co-operative 
manner of production? — Well, the retail sale very rarely takes place in the same place. 
For instance, Agra things are not sold so much in Agra itself as in Delhi and Amotsar. 
Tanda things also find their way chiefly to Delhi. But what happens is this that men 
from those places, Delhi, Amritsar and Bombay, come to Agra and try to make purchases 
there. So that the commission agent, if appointed, would be able to get into touch with 
these persons when they come to Agra and try to sell to them. 

The experience of Mr. Botting, who is in charge of the Improvement Trust, has been 
quite different. He says that the things produced in Lucknow will not sell on commission 
agency. — (Witness) That is very likely. We have not tried it. 

Sir Purshofamdas Thakurdas : Perhaps I will make myself clear. I think 
Mr. TTpadhya asked this question as arising out of what I asked Mr. Kharegat. What I 
was thinking of was this, A capable man, an educated man, howsoever good he 
Mr. P. M. Kh.\rboat. 
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might be, would not know the ropes. The ropes would only be known to n nMA who 
happened to be in the line from a cx>mmercial i>oint of viow. You cannot attract a man 
who is capable, because then he would like to do the work himself. Therefore, I suggest 
that the thing to do would bo to attract a man who haa not gi»t aufticicut capital, but who 
knows the line, and suggest to him a amimissiou. Supposing it la Ka. l(),00t) worth work, 
you offer him 5 per cent, whether he sells in the district or all over India. Well, then, he 
knows that he will make a clear Hs. 500 without runniug any risk at all and he would 
only have to use his conunercial knowledge and integrity. 1 do not think Ha. 500 in 
fact will Ik? looked at askance in these days. It would he viry attructive to a auin who has 
not got ail the money with him. 

The Chairman : You do not like the idea of starting a provincial laud mortgage 
bank first and then breaking it up into district and tnhstl hraiuhes. You prefer to start 
from the other end with, as 1 understand, a sort of separate fufiAi/ land mortgage bank 
working on co-operative lines which would develop afterwartls as necessity aroso into a 
district land mortgage bank and even into a provincial one? — "S efi. 

Well, would you develop that- idea a little? I am not quite clear how this 

co-operative land mortgage hank is to work. Who would the inemberH l>c and where would 
the co-operatitm come in? — (irj/ueAA) That is in the villasie. or do Viui mean the 
provincial one? 

No, your primary end, the village or grouj) of villages where you start. ( vr»fMr*.svv) 

They would form themselves into a society, say in an area of alx)ut five miles. .MI there 

zamindars or tliose who want to take advantage of the system would pay a small entrance 

fee or poiuethmg like that and form tlie BCjciely. This society w'ould then take tins land 
on mortgage', and on the strength of that they would borrow money from either the 

district bank (u- from mon(?ylenderH or in any way they can raise (he money and they would 
then give out tie money either for land improvement or redemption of old mortgages aa 
the case may be. 

Now let me get it clear, ^'ou have a society fornuHl with a htuull entrance fee, and, 
as far an 1 can make out, every member at tiuit s<ieiety, so to speak, mortgagcH or under' 
takes to mortgage Ins land to tlie bank as .HtH-unty for tho money wliieb the society will 
take from the district co*o[>orative bank or whatever it may be. Ho that yon will start 
initially with a HiJ[>crs(nK'ture of finainT iiu|>o.sed fui the basis of mortgage aiid then having 
got your money you wull proceed to lend it out to anylH'xiy who want.s to reileom a mortgage. 
In other words, the mortgage would be a pcriniuicnt basis. Your idea is that everylxKly 
concerned in the bank would mortgage bis land to the siKuety from the start? — Hr* would 
do tJiat if he w'anl.s to take a lonri. 

What would ho the security for raising your money in the first plare? — That W’ould 
have to bo the mortgage itself. 

What amount would you raise? Y<ju mean you will raise the money ad hoc when 
anybody comes along? la it n(d your idea that you will first of all form your Hociety, 
then raise capital, and then pr(»cecd to lend it out? — You keep on niising cajufal as you 
require and in the first instance fnr a small scKuety the finance will not present difficulty, 
betrause the district co-oj)erativc bank would probably be willing to lend these Hinall sums. 

In other words, your land niortgago bank would practically be rine particular depart- 
ment of your district co-operative bank? — Y^es, in the beginning and later on it would 
have to be separate. 

Would it not be better to call it so from the very start and say that land -mortgage jg 
merely a department of the district co-operative bank? — Tt dncs not make any difPenmee. 

Rai Bahadur Pandit G. S. Upadkya : Perhaps you will allow money to be raised by 
debentures? — It would not be required. If it did become necessary, yes, but I think they 
will be able to get all the finance they ncjed from the district co-oj>cra(ivo banks. 

Afr. 8nh : Do you think a district co-operative bank will be able to lend for long- 
term loans? — ^Yea, they can lend for long-term loans from the share capital. There w'oiild 
have to be a certain limit. I think they may give long-term loans to the extent of, say, 
fiO per cent, of their own ci^pital. 

Would it not dislocate their business for a long time? — No, it should not. Their 
ahort-term business they would carry on from their deposits, and this long term business 
they would carry on from their own capital and their own shares. 
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Bo if the co-oj[)erative societien are developed, would they be able to get Bufficient 
amount of deposits to carry on? — At present there is no shortage of short-term dqoosita in 
our co-operative banks. 

The Chairman : Assuming that before long the share capital is insufficient to finance 
land mortgage requirements, is not that where Government could step in profitably? — 
Tea* then it would have to. 

It would not be a question of guarantee. It would be a question of out and out 
subscription? Government does not object to long-term loans. — They do give 
iaqavi. 

But then taqavi is relatively short. We could probably get the finance for it 
without any difficulty whatever, because whatt^ver interest we pay on the money that we 
ourselves borrow' for these purposes would be covered by the dividend on the share 
capital. 

Mr. Safi : Yciur sclieme will benefit small zamindars rather than big landlords? — 
I agree and I would start with tbeJh in the first place. I am not thinking of the big 
landlords at all. I will ignore them in the beginning completely. 

Dr. Radhakamal Mukerjee ; In which areas do you think the land mortgage bank 
can be started? — That I cannot say. We arc trying to start one or two in Ghazipur, 
because there we have a large niimtH^r of small holders and co-operation generally is in a 
slightly better condition than we have in any other district. 

Tfie Chairvian : Well, I like your scheme very much, Mr. Kharegat. 

Rai liaJiadur Bahu Mohan Lnl : l>o you propose that iu case tlie district bank is 
unable to finance all the land mortgage banks that might he started, the Government 
might become the sliare-iiolders in that bank or lend money to the district banks? — 
Either way. 

Dr. Radhakamal Mukerjee : And the Government may lend money free of interest ? — 
No, I w'ould not ask it (o lend free of interest, hut make it a business proposition. 

You are aware that in the English land mortgage system government has proposed 
to lend money free of inttTcst? — It may liavc. But 1 would not ask for it. I think it 
should be run strictly as a business proposition. 

Mr, Sah : Wlmt is the maximum period for which the loans should be made by 
the land mortgage banks? — They would vary with the circumstances. I do not know. 
Borne people say it should he 20 years, some say it should be 50 years, but that will 
have to bo decided in each individual case. 

Rai Bahadur Pandit G. S. Upadhya : It may go up to 50 years? — Yes, it may go up, 

Mr. Sah : What is the percentage of bad debts in co-operative societies? — It is 
different in the case of working and liquidated societies. In the case of liquidated 
societies the outstandings from liquidated societies are 30 lakhs, and I would say that, 
about half to tw'o-thirds of that probably is bad debt. 

Bo that it is afiout 50 to 60 per cent, in the case of liquidated societies? — Yes, 
it is 50 to 60 per cent. 

And in tht3 case of working societies? — The bad debts w'ouM not be more 
than about 6 per cent. 

I believe that the co-operative society is much better off in this respect than the 
village mahajan. The village maha fan's bad debts are more tlian those of the co- 
operative societies? — Quite possible. 

Because the co-operative societies lend on joint security, and moreover they have 
got certain privileges for realisation of debt? — It is true that they have these privileges. 
On the other hand it is also true that these privileges do not seem to help them very 
much. 

So even taking this 5 per cent, as bad debts the village mahajan' 8 bad debts may 
never be below 5 per cent.? — Very likely. 

Supposing he charges an interest of 24 per cent. In that case he realises only 
about 19 per cent.? — May be. 

Dr, Radhakamal Mukerjee : Is not the rate of interest in many areas greater than» 
24 per cent.? — ^Yes. 
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Sir Purshotamdas Th^ikutdas : If you don't mind, I would jujtt like to uoderatftad 
one or two points regarding your replies to questions nos. 6, il and 7 of your supple- 
mentsry written evidence. In your reply to no 6 you say “It is iuvposHible tm uu> 
to predict the future. At the rale at whicli the movement has spread in the last 25 yeaiifr 
there is not likely to be any competition between co-operative and joint stuK-k banka 
for at least another quarter of a century.” Why? What spcKUil reason is there that 
you do not anticipate any competition betw'een ct^-operalive stxrieties and ]oint-stock 
banks? — Our dejK>sit8 are raised from a different type of poraim, foiin u man who does 
not deal with a joiiit-st<K'k bank. Our dejKisits are largely from tlmne wlio would 
ordinarily ii<n invest their money in a joint-stock bank at all. Tiny come in IxH'auso 
of the |>ersonal inHuenco. the irx'al managing dircet(»r, or whoever he may be. whtuii 
they trust; and l>et-ause they know he is in cliarge <d the hank fluy bring tb<*ir money 
to the co-o}veral ive bank and juit it lliere. 

That is as far as rec'civmg de|K)sit.s is concerned* and r»'g;!i<lmg cuinjut iinui in 
lending?" Well, there cannot be any competition in lending, iHcause we imly lend to 
co-operative sooietie.**. Wo never lend to any individuals. 

But cannot the joint-stock hanks lend to co-operative societies? — I do not know. 
I do not think they would be prepanHi to lend to co-operative siHueties unless tliey have 
Beciirities. 

Therefore yon do not anticipate compeiiiion, hecause the co-operative sm'iety is 

doing a sort of business to which the joint st<K-k lauiks would object? — Tea, that i« tnifi. 

The security is less tlion what the average joint-stock Imnk wouhl exiwct? — 
In one sense it is b ss ; it is more moral security than physical. 

Therefore it is a business wbich wouhl not be touched by an average commercial 
bank? — That is what I believe. 

In your reply to no. G you indicate that the finuncing done by cooperative socic 
ties is only 1 per cent,? — Yes. 

Then you further say the societies dare n<it advance to the tnetoher even half 

the amount that he needs? — Yes. 

Therefore whatever the co operative society may be, it requires to be supple- 
mented? — At pre.sont, yos. 

Well, there is the other per cent, to he advanced. The nctMHsity tliorefore 
of something which would be of a supjdeincntary nulure is wiormous, am! until that ia 
served the agriculturist does suffer? — Yes. 

In your reply to no. 7 you s«y “At the present stage the cdiief need is for aound 
financial guidance, and not of sympathy or even of capital”? — \ ch. 

I see that you indicate in paragraph 10 of yviur memorandum on agricultural finance 

what sound financial guidance is. What do yovi mean? l)o you want aasiMtamMi 

in respect of a treasury hill or have yon anything cdsc in mind when you talk of sound 
financial guidance? — That is one of the thing.s. The other I liuve nicnlionc*<l in paragraph 
1 of Tuy further Biipplemeniary writUm evidence. 

Y'ou say that in preference to sympathy or even rajiita! lh<y require sound 
financial guidance, i.e., how to lend and how not to leiul?-“\es. 

My point is tins. Bo yon think that they require to he guided regarding whom to 
lend and whom to refuse? ft may be difficult to refuse to lend to acjine ficrson in tho 
narrow circle of a village or tahstl and they* may be infiuenced by {>c*rsonalitien. Have yon 
that in mind? — No, they know whom to lend and wbrim not ti lend, but they have not 
got sufficient moral courage to refuse. 

Bo you agree that that is one of the defects? — Yes, that is a defect and a very 
great defect too. 

Liower down in your reply to question no. 7 you say that the i»rimsry object of co 
operative machinery is . to make credit as cheap as possible, but to snjiply controlled 
credit in place of vmcrintrolled craiit. \yotild you just amplify this and explain your point 
to me?- — We started this movement originally with the idea that we would give money 
cheaply to these people. The result has been that the benefit that we have given baa 
not been aj^reciated or understood. A man who used to borrow at 24 per cent, before* 
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now borrows at 15 per coni. It is true that ^ saving of 9 per cent, in a year, 

which amounts to 12 annas a month. He, however, does not realise it; he does not 
appreciate that anything has been done. If instead of that w^e charge the same rate 
as the moneylender charges, i.c., 24 j)er cent., and keep the balance, i.c., the difference 
between 24 per cent, and 15 per cent, with ourselves in the society as his dej^sit and 

give it to him whenever there is any emergency, e.g.^ when there is a famine or a 

marriage or something of the kind, that would, 1 think, be iriueh more appreciated and 
understood than our present system. 

Is that your experience that they would like to pay the same rate of interest?— 
1 ^ 0 , they would nrd like to pay the same. 

Do you think tlmt it will present any difficulty if yon charge the same rate as 
is charged by tlie inoncylendor ? Do you think you would he successful? — That is 
what we have to explain to them. 

Have you been able to explain it successfully? — I cannot say that exactly at present. 
We have tried and we are trying to do it. We have succeeded in one locality. 

Do yon think that a deferred payment to them would do more good than the 
irnrnediafo reduciion? — Ves. The other disadvantage of reducing the rate is that they 

judge their expenses on the amount of interest they will have to pay. They take only 

15 per cent, interest into consideration in calculating their expenses. 

Do you mean to say that it encourages them to be extravagant and not as 
economic as lliey ought to be? — Yes, that is iny point. 

The Chatnuan : So it amounts to a compulsory saving? — Yes. Then the other 
point is this. Money should not be given, as it is given by the moneylender, for 
any luirpose whatever. It sliould only be given for special needs and productive pur- 
poHCH. C/ 0 *(iperative Kocieti(*K sbould advance mon(*y only for productive pur|ioses and 
not as fn'ely ns is done in the market. That is a great diflference betw’een a co- 
operative Bo<dely and the mahajon: <u)c will give as much as is demanded however 
unnecessary it may be- in fact lie will encourage extra borrowing — while the exj operative 
society will not do ho. It will try to restrict the borrowing to as low a figure as possible. 

Rai Bahadur Pandit G. S, Upadhifa ; The moneylender will not question for what 
purposes the money is borrowed and whether it has been spent on the purposes for which it 
was borrowed. 

Sir Pu rshot amdns Thakurdas : I am afraid we cannot overlook the fact that the 
co-operative society takes a better security than the average moneylender, and if the 
co-operative society does not lend him money, the moneylender will step in. Then there 
is another point. If a person has got some sort of security, say silver and gold orna- 
ments, ^vhy should he go to the co-operative society and submit himself to so many 
questions? Ho can very well run to a mahajan next door, and he will give him all the 

money he requires. I therefore do not think that the problem is so easy to solve. 

Dr. Radhakatnal Mukerjee : Have not the co-operative societies moral and csducative 
value also? — This is one of our greatest assets. 

The Chairman ; Before you are likely to be able to make this scheme of compul- 
sory saving effective you will have educate your co-operators. So education ought 
to come first, and I believe you are doing as much as you can? — Y"es, we are doing that. 

In the way of rural reconstruction? — Y^es. It is in these places that we have 
been able to introduce this system. There they pay the same rate of interest as they 
pay to the moneylender. 

Rai Bahadur Pandit G. S. Upadhya : In Fatehpur we have got a slightly different 
system. 

Dr. Radhakamal Mukerjee : Have you also got better living societies? 

Rai Bahadur Pandit G. S, Upadhya : Yes, we have got them in Benares, Partab- 

garh and Lucknow. We are now starting them in Meemf. There Mr. Coghill is very 

much interested in the matter. 

iS'if Purshotamdas Thakurdas : Now I would just take up the question of the 
Egyptian scheme of loans on the security of cotton. You think that the scheme is likely 
to lead farmers to speculate. I just w^ant to tell you how the scheme came to be 
devised in Egypt. When cotton prices were very low thfe Government there thought 
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thftt inBlcad of allowing their cultivators t-o sell their cidtou at any price — and in ona 
or two cases below their cost price — they should make the cultivators hold their stock 
till the return of reasonable prices. I fully see your }K>mt that if this enables cuilivah^ra 
to take view of the market and wait for higher prices, it is also iKissibk* that the priceti 
may be lower subsequently, and in that case they will b>se cv^iisiderably. lUit if a 
price was fixed for advance, suppose an advance is made at tlie rate of t>0 per cent., 
there will not bo much sj^ieculation in it and that will enable (hem to hold up Ibe sale 
till they get a better price. For instance, the present rat<‘ is Rs. l2tK) ju'r khandi ; 
it is sup}X)sed that the overhead charges ctune to about Us. r>0 ; that leaves Hs. 150 <jr 
Rs. 140 i>er hhandi or Rs. TO per bale, which, it i.s sunl, will be under tbe cost of eul* 
tivation. In these ('ircnnistanoes this scheme was devise. 1. Do you think that it will 
help the agriculturist? — It will have to be considerably nuHlified. It will be certainly 
helpful to the agriculturist if he can Imld up bis produce under certain Rjxvial cir- 
cumstances. 

Your main objeclinn to that is that it will bring into existence a host of potty 
officials |x>sses«ing jaiwers? In fact, you will like a 'Hcbeme to Ijo worked by the 
people themselves? — If it could be .so worked. 

Without any sort of otlicials coming in mi the scene. That is your |K>int? Yea. 

{The Ciiairman thanked tiie u ttne^y, trim tnfhdrftr ) 
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Mr. HAMID SAIED KHAN LODHI, Inspector of Co<opentive Banks, 

Gorakhpur. 

RefilieB to the quettionnaire. 

I. — Agricultural credit and credit facilities. 

. Part A. — Agricultural borrowing for purpoj;cs of production. 

Question 1. — The agriculturist borrows from co-operative societies, village mahajans, 
zamindars and harhias. The last menfioned belong to districts of Bihar adjoining this 
district. They come as soon as the crops are ready and after a stay of two months go 


back to their native places. 

'I’hc borrowings are for — 

(i) liepayment of earlier debts ... ... ... 6 per cent. 

(ii) Marriage and other social functions ... ... 6 

(iii) Payment of land revenhe or rent ... ... 90 

(iv) Seed ... ... ... ... ... 60 

(v) Wages of labourers ... ... ... ... 2 

(vi) Ijitigation ... ... ... ... 1 

(vii) Purchase of cattle ... ... ... ... 8 

(viii) Sinking of w^ells ... ... ... ... 3 

(ix) Subsistence ... ... ... ... 6 


I give below the actual figures from three village's showing in what proportion the 
debt is divided between the various cln.sscs of lending agencies. A is the village where 
there is no co-operative society, B another village wdiere there is an ordinary co-operative 
society, C is a village where the society is working well and is popular in the village : — 

Lenders A, B. C. 

(1) To- operative society .. S') per ee it. 40 per cent, 

(‘i) Local mn/zayanN. . 20 per cent. 05 50 

(3) .^fa'nindars .. 60 ,, 10 ,, 

(4) ffarhmi . . 20 „ 10 per cent. 

Generally speaking, 48 per cent, of the debt is incurred in cash and the rest in 

kind. 

Grain is to be paid as soon as the crops are ready and the harvesting is done after 
the loan w^as given. It is therefore for short periods. 

The mahajans and the zanundars advance loans of every kind for one year, but if the 
borrowTr pays the interest they do not insist on payment of the loan. The oo-operative 
societies fix their instalments from six months to three years. 

Question 2. — The co-operative society charges 16 per cent., mahajans and zamindars^ 
26 per cent., and harhias 37J per cent, as interest for cash advances. 

The co-operative society charges interest for the actual period the money is with the 

borrower. The mahajans charge without that accuracy. What they do is this: A 

borrows from B in June for cattle and pays the amount back in April. It means that 
the money w’as actually with him for only ten months. But the interest will be Rs. 25 
for every Bs. 100. 

The interest for loans in kind for seed is 50 per cent. A borrows in October for 
rabi four mannds for seed and has to pay in April five maunds. Similarly, the seed 

borrowed in June- July for kharif seed is repaid in October. But the mahajan gets very 

littlp out of this. If worked out the rate of grain at sowing time is high, while at 
harvest it is very low. Even the Government Agricultural department charges at this 
rate on advances in kind. Villagers occasionally require grain for subsistence and the 
payment of laV)ourerR in kind during the sowing and harvesting periods of a crop. The 
rate of intere.st is the same, that is 50 per cent. If A borrows in December for main- 
tenance. he has to pay after the rahi harvest the principal plus one-fourth of it thereon^ 
The rate charged for loans in kind is not objectionable in itself. 
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The r&tee charged by the mahajami^ tx., 25 [>er ia reaiiiiuablc laaAmuch aa 

lie has to nm suthoieni riak for the amouat he advaucea without auy goctd security. The 
inlereat charged by harhuu b exorbitant. ^ 

The mahajan who advances loaue m kind requiree the borrower u> j^duugh hia 
heide one day every fasl with iutii uwa butUxrk^. It the tnu rower ha^» iu> cutUe, no will be 
xeqoired to work on the fields fur two days every fasl or as the makajun uiay direct. 

The harhias charge one anna per rupoe advanced to the cultivator ai the iiiae of 
advance. It means that for every lis. 16 the borrow ct recreives he has to execute a pix>* 
nota for Bs. Ifi and pay iuieiest thereon. Besides this, when the harhuu couio lu fur 
realising their money they stay at the expeuse of the borrowers, witli all their strvantd 
and relatives who come with them. The borrower supplies theiu with huxi, eu. They 
stay in June, and it is a fact that they never purchase any thing eat aide. Mi. S^Uemid. 
some time Collector of Gorakhpur, has noted in his iu»{>e(^iion of one of the sunetiea that 
Jiarhias are the most wicked of the mahajans he caiue acroKs. 

The ordinary viahajafis take begar from the borrowers during tbo year, but tbcMa 
is no set custom in Ibis respect. 

Question J. — Generally a pronoie is sutiicicnt security. But a fxxjr cultivator lias 
to give a part of lus fields besides the pronoie to the lender in lieu of interest. There 
is sometimes a fixed rate of the amount to he advanced on a bigha, which ranges from 
Rs. 26 to its. KKl per bigha as the local cuntiitions may lieinaiid. If during the [lenod 
the amount of tlie loan is with tlic borrower he misbeliavcs with the viaJmjan, he is sucmI 
nnd interest is charged for the whole period without considering the iiu<uue from the 
fields of the borrower which were with the mahajan. A person cannot legally mortgage his 
occupancy tenancy rights with the mahajan. What ho dtH.'is in this n speet is that a patia 
is written by him in favour of the ma/mjan on a fixinl rate for a certain number of years 
ranging from 3 to 7 years. The bigger mahajans and the ramnularA’ have a blank pronoie 
signed by the borrower and keep it- It serves two purfxjscs. Firstly, ^he borrower cannot 
do anything imlesa and until his all-masterful mahajan or tho zamtndar directs. He is 
always available for every legal and illegal activity of his mahajan : he will (juartcl on 
behalf of the mahajan, will fight for him, — in short, do anything which lu* bids, Tho 
second advantage to the mahajan or the zaniindar is tfiat thmr Htrength in tlu' village 
increases and it has a very gcxxl effect in the ncighboiirluxxl ond tlio village itself. If 
Tinfoitunately the borrower turns against the mahajan lie is totally ruined. The pronoie 
is duly filled for a very large amount and the [X>«>r man smd. I am .sorry tr. note that 
such caaes arc not rare in the district. 

The cultivator with an occupancy tenancy can get more? money than those with 
•non- occupancy rights. If the latter could get what he wanted he would not wait to 
think. The difference is that although both wish to have a« much mf»noy as jiosMilde one 
can get more than the other, 

I w’as unable to find out tho exact indebtcdncRH of the zamindors of any village. 
The proportion of indebtedness between the occupancy and statubtry tenants is roughlv 
60 : 40 . 

Question 4. — The cultivator who fiays the interest due to the mahajan year by yc‘ar 
and renew’s the pronote after every three years is not moiesled. The mahajan is not fond 
of courts. He only files suits m <'aseK when he sees that liir* moiu-y m in dang<r. The 
decree, when obtained, is ex<'<*iited tlirough civil couris and the crops, catilc, etc , are 
attached. Tliis process goes on until the m<-ney is realised to the satinfaction of the 
mahajan. It may not be out of place to mention here that in the execution of decreet 
the decree-holder and the judgment -debtor have to pay sufficient money to tlie executing 
-officers. This is also one reason that the mahajan is afraid of the courts. 

The loan in kind is repaid in kind. The question of nirkh does not arise. 

The only source which the eultiflitor has of finding the rate current in the market 
is the village bania. His stateioenU in this respect are always doubtful. It is he who 
purchases the grain from the cultivators and selUi it to the heopari. In villages which are 
near the town or market information is reached through anybody who may chance 
to pass through. Few persons themselves try to ascertain the market rate and take the 
"trouble to get the information through reliable sources. 

Question 5. — ^The cultivator does not take full advantage of the facilities provided 
i>y the Agriculturists Loans Act and the Land Improvement A^. The main reason is the 
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ignorance of the rural people. They are not at all aware what these Acts mean. It ia 
only in famine that the cultivators think that the Government also advances loans to the 
villagers. The second reason is that no facilities are offered by the Government in takii^ 
loans. The greatest reason is the pattcari. Even during famines the poor cultivator is 
badly robbed by the Iteveniie staff through the patwari. Last year in the kachar area 
the Governriicnt distributed iaqavit and in many cases the cultivator who was advanced 
Bs. 10 actually received Hs. 8. The balance is the haq of the patwari. A further difficulty 
is that the iaqavi is advanced at distant places, far from the houses of the cultivators. 
The result is iliat the p(H)r cultivator has to stay for more than one day at his own 
ex^iensG. 1 do not mean to say that the Government does not lcx)k after their comforts 
in the distribution of the taqavi. While the higlier officers are trying to do their best, 
tlie lower are putting obstacles in the way. The thing is that the lower officers are not 
at all sympathetic. The hardship experienced by a few' well-to-do persons when the taqavi 
is realised is also one of the causes. The Iaqavi is advanced on a joint pronote and the 
.money, if not paid in tin»e, is realised from anyone. The Itevenue officers at their con- 
venience select one well-to-do person and attach his property for the money he never 
borrow’ed. I appreciate the system of joint liability, but it should not be enforced on 
each and every occasion. It spreads discontent among the villagers. Everybody is afraid 
of the joint liability. Wicked })erson8 take advantage of the system. Joint responsibility 
should be (enforced, but only in eases where tlie other sourees of realising the money have 
been cjxhausted. Another drawback in the system is that taqavi is not advanced to meet 
the full needs of the person to whom it is advanced. Last year 'when the taqavi waa 
advancfKl in this district the antount given for seed was quite inadequate. The rate of 
wheat was .5 setTs u rupee. .For sowing a biglia 30 to 40 seers grain is required. It means 
that the cost of seed per higlia (‘oines to an average at Rs. 7 per bigha. At the same 
time persons having five to eight bighas of land were advanced from Tls. 10 to 15. 

In nonnal years tin* cultivator does not borrow’ iaqavi. 

()ne in I proven lent in the present iaqavi systin 1 am in a ])osit,ion to suggest, viz., 
propaganda <»f the fact that the GoverTunent can and will advance loans for purposes 
stated in the Tiand linproveinent Act. The masses are quite ignorant. Advantage of these 
facilities has l)(X*n taken only by a few zamindars. The other thing is that every facility 
should be given by the Government officers when one applies for taqavi loans whether 
in famine, or in normal limes. 

Question (». — In two co-operative societies this scheme of cultivators combining to- 
produce })urticular crops was tried, but both failed. At lite present stage 1 do not think 
it to he possible, altliough it is very desirable. It may be possible after some time when 
the villagers have better social relations with each other. This objexit is to be achieved 
through eo-nperative societies. 

Question 7. — There are defects in the present syskm of agricultural borrowing : 

(I) Tlu' rate of intercut charged for cash advances by the various mahajans is rather 
exorbitant. In order to safeguard against risks 18J per cent., i.e., one pice per rupee 
j)0r month, is quite reasdiiable. 1 know viahajans who liave suffered loss on account of 
the borrow’er becoming an insolvent. But on the whole the niahajan has never suffered. 
To meet the object the interest should be regulated by legislation. The villagers have 
in fact no adequate representation in the political sphere, and no organisation worth the 
name to fight out their cause. The rnahajan has got urban political opinion to back it. 
The zamindars who are said to be representing the rural point of view are unable to help 
the cnltivat-or. In one co-operative society the zamindar thonght that his tenants would* 
soon be out of bis control because the Joint Magistrate had once visited his 'village in 
connection with the inspection of the societies. That is the meutality of our zamindars. 
What can be expected from them? 

(‘2) The borrower has to do heqar for the mahajan. It should be stopped. How? 
By belter education of a free character and, if possible, by legislation. 

(3X There is a class of moneylenders — harhias — who charge one anna per rupee at 
the time the loan is advanced. 

(4) Tlie mahajan cheats the borrower in any way possible. It is unfortunate that, 
nobody has the courage to op^xise him. 

(6) Seed is not advanced to the borrower unlesiB the fields of the mahajan are sown 
— of course 'with the labour of the borrower. 
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(6) In Llie rabi faikil ami the fr/ran/ was bad on account of the scarcity 
of rain. The cultivaUir could not repay the j:ram whicli lie hail borrowed to the g^raia 
mahajan. The result was that a gufticieutly lar^o number of fields i'\>uld luH be mowd» 
Moat fields were sown with a smaller quanliiy of grain, otliers on the Imtai system. 

Ail this is due to llie ignorance of the eiiihvators iis u ehiss. They ha^e ^c*t hltlo 
or no education, and that whicli they have is inipartiHl m such a narrow ami dt generating 
manner. The educated eiiUivator is worse than the unedueatoil. 

What IS to be done to remove all this? 

(1) The educational system of tlir eultivatiu^ class should be improved so ns t«i make 
them belter cultivators with a hotter visum of their siirroimdings. 

(2) All the iKTsons who wish to do Moi/m/am in any way slumld Im required to bff 
registered as such. They should keep tluir an'tmnts in a perfivt and approved order 
which may l>e inspected by guvi rnment otliciuls (vcasionally. 

(3) The best remedy is Ihroiigli cn-operativc sixicties, Imt unfoitunalely the number 
of the BfK’ietics is so .small that lliey are unable to serve tu an appneiable degree in the 
district. It is desirable tliat the number of soeieties should be incn'ttseil. Jotr their 
proper snpendsion it is the Government who should find out the way. 

Part. B. .\(jnruliiirn! horroirittfj fnr inirf>o>.(s of vhifl\('fui[i. 

Quedion 1. — The erops of the ordinary cultivator are generally sold m the viliage 
itself to the bania who is also a resident of the same village or ll>o noi Jil.ournig one." 
The ordinary cultivator lias not. got the. means to carry his prudiire to Iht' market ami 
incur extra exiiendiiiirc. If the market is quite close, the. rate is known and llu' fjco/uiri 
himself lakc.s the produce at a trifle below tlic market rale. 

The bigger cultivators liave gol bullock cart.s and tlicy tnk<‘ llie pnKluce to tlie 
market. Kconomically it is to their advantage to <-arrv their pr()dui‘(’ to the market 
individually, w'hile in the case of the jxmrer cultivators, if they do not join togelluT, it is 
of practically no advantage, to tlierii. 

The mahajan who advances loans in cash .settles w'itli the cultivator to purebaRc 
his produce at a rate fixed iicforelmnd at tho time of advnnci*, without tiikmg m view the 
market rates prevalent at the time the produce is hnndid over to the mahajau, 

The rabi crops, suganane, and in the northern traet ric<‘, are mainlv sold in the 
market. The hcopari or his agent advances for sugarcane Hs, 70 to Its. KO per bigho, 
and Rs. 10 per liigba for the. rice under tbi> explicit iinderstanding tbat the produce sball 
be sold to him. No interest is charged on such an advance. Hut the cultivator has to 
sign a I’Ond which rnake.s it obligatory on him to produce the fixed ninounf of ilu* crop. 
If he fails a penalty clause is imposed wliicli, however, is not generally imposed. 

Question 2. — The marketing is not generally financed except in eases of Mugiirciim^ 
and rice, the details of which T have given al)ov<’. There are aboui f/Ot) eo fifienilivi' 
societies in the district, Imt imforUinately none has been able to help tlic cultivator in this 
direction. There are difficulties. The difference in grain aii'^ the lack of cft .iprraf ion 
among cultivators are the main cau.ses. Another drawback is (liat a< soon as llu* crop is 
harvested the zamindar, the mahajan and even the co-operative srK'itdirs all at once <1* luarid 
their dues from the poor cultivator. The recoil is that he has t(» im(h*rsell hi*^ pKsliiee. 
It is proposed in the next rabi that in one co-opx-rative society the members shall arrange 
for the joint sale of the produce. Whether it wu'll be successful or not cannoi be said. 

Question 3.— The cultivator lias to pay the following charges •— 

(i) If the village hania has advanced to the cultivator, he charges ] to IJ st'cr 

over and above the ordinary rate prevailing in the villaje. 

(ii) To the commission agent he has to pay Re. 1 per gari— containing IR to 20 

maunds of grain. 

fiii) To tlie broker one pice per rupee on the amount p-aid to lb. prrslucer as price 
of the grain, i.c . Re. 1-9 jier cent. 

fiv) Nothing is charged » v the heopari. 

The sugarcane crop is practically exempt from all these charges as it i^ tlic rontrac* 
tbr who makes all the gain by every means possible. Of eoursf* tins cannot be narrated. 
The charges for w^heat and rice are the same. Gnr is not produced in a large quantity 
as far as my knowledge goes, and what is produced is bically consumed. 
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If the produce i« taken to a town with a manicipai board octroi duty is charged at 
lie. 1*8 per gari. In the village markets the zamindar also charges souiething ranging 
from 8 annas f)er gari to Ke. 1, as the case may be. 

The producer has to pay in Gorakhpur aa incidental charges 7 chhataks of grain for 
every gari for charity. For munibi, charges are made in cash or in kind* which differ 
from place to place. 

Question 4. — The cultivator generally is too poor to sU>re any grain. The well-to-do 
cultivators keep their grain in khattas built of ordinarily mud. Chaff is laid first and then 
grain is thrown on it. Caro is taken that the chaff keips on the sides of the wall so that 
the grain may be safe against the incursions of white-ants. The system is not perfect. 
Losses through mice are not rare. The grain also is spoilt if moisture reaches the 
khatta, which is not rare. It will be better if these peo])le arrange for pakka khattas. 
Although the capital invested will considerable, yet the advantages ar nuinerous and in 
the long run it will pay. 

In village markets if the grain is to be brK>ked shortly it is kepi in bags. If it ie 
to be kept for some time and the merchant has not got sufficient bags, it is kept in the 
same manner described above. More considerate merchants have got pakka khattas and 
keep the grain in hags in khattafi with chaff thrown in the room. 

Question 5. — The 'grain is sent to the markets for being kept as long as the market 
rates are favourable only by a few well-to-do cultivators. The goledars advance up to 
80 per cent, of the current market price of the grain. The interest charged on the 
amount advanced is from 8 to lOJ ptr cent. 

Question 7. — The cultivators do not combine together for marketing their crops. 
It is undoubtedly very desirable that the small cultivators should join for selling their 
crops together. They wull have all the advantages which a big cultivator draws from 
selling his produce direct in the market in place of handing it over to the village hania at 
a very low rate cornparativery. But there are difficultu^ such as distrust among them- 
sedves, sorting of grain, etc. But they can be overcome. 

Part C. — Extent and nature of agricuUural indebtedness. 


Question 1. — An estimate of the existing indebtedness of three villages is given 
below' : — 


Debts. 

Village A. j 

Village B. 

Village C. 

Debts on land mortgage — 

Rs. 

Rs. . 

Bs. 

(i) Pegistered 


Nil 

NU 

(ii) Unregistered 


2.700 

800 

Debts against assets generally 


3,000 

6,350 

Total 

5.800 

5,700 

6,160 


Question 2. — The principal creditors of these villages are : — 

(1) Co-operative societies. 

(2) Professional moneylenders such as harhias^ village hanias^ etc. 

(3) The grain dealer. 

(4) The zamindar. 

in villages A and B the ordinary cultivator mortgages bis lands mostly with the 
well-to-do cultivator. The latter keeps the holding in his charge and does cultivation 
iherfon. Boughly speaking, four-fifths of the money on land mortgage is advanced by ihe 
agricultural class. It ithio includes petty tnahajarts whose main occupation is agriculture 
and through that they have got money. 

In village 0 the richer agriculturists have advanced loans only. to the extent of 
Be. 880. 

!Mb. Hamid Saied Khak Lodhx. 
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The emount of debt due to each clasa of creditor ia roughlj : — 



Claaa of creditor. 

Village A. 

Vi]U(« B. 

viiUK* a 

1. 

Co-operatiTe aooiety . , 

Rs 

Nil 

Rs. 

Rs. 

2,500 

2. 

Moneylenders, inolnding grain 

1,160 

3,6;u) 

3,0^5 

3. 

dealers. 

JS^amindars 

3.430 

Nil 

625 

4. 

JTarhins 

1,160 

f)70 

Nil 


Questwn 3. — The cultivaU)r who heavily indebted dom not naturally put hie 
heeit into the cultivation of hia fields. He knows that aa soon as he has prepared hie 
fields and the crops arc ready, his hta!,nntu will have all hi- cioj»s atiathed I know* 
pereons who have left their fields uncultivated. 
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Mr. R. V. TRIVEDI, M.A., LL.B., Currency Officer, Cawnpore. 

R«pliM to the questionnaire. 


I.-— Aoricultubal credit and credit facilities. 

Pari J. — Internal remittance and negotiable instruments. 

Question 1. — In all the iinportaut towns of the United Provinces there are currency 
chcHts and sub-currency chests. In my own ofiR‘*.e there is a small department, staff^ 
by picked men, called the Ke.source department, and one of the main funcliotiK of this 
branch of my oflice is to ace that all treasuries or sub-treasuries and branches of the 
Imperial Bank have not only adequate funds but also various denoiiiinationB of currency to 
meet public demands. Por instance, at the time of religious festivals — say at Allahabad 
or Benares — steps are taken to ensure that an adequate number of pice is available there. 
8o far as I know, the public banks and bankers have unlimited facilities for obtaining cash 
whef> and where it is wanted. General information on this subject is contained in a book 
called the Resource Manual obtainable from Calcutta, Government of India, ,Central 
Publication Branch, at a price of seven annas only. 

Question 3.— Statistics in my office show that government bodies ami court of wards 
estates have taken full advantage of the use of supply bills as a method of remittance. 
Tlie. demand from the public for (ho issue of supply bills is more or less limited. 


Mfi. R. V. TaiVEDi. 
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JMr. W. E. BOTTING, Execailve Officer, Improvement Trust, 

Lucknow. 


Repiiea to tho qoestioDnairo. 


i. — AGRlCULrUKAL CttEUlT AND ClUiDlX rA0U.ITUi8. 
part H. — Small urban nuluAlrttf,. 

Question 1. — Cottage or art iDtlustnes in liiaknow are finanml ni mhiu' nuluHiin-ji 
hy dealers who sell direct U) ihe public, in others by mnhajan.s nr llustxigt-ji, w hn uoiv also 
tbe dealers, and in a few by the karkhuinadars. 

The artisans get their raw materials thiuiigli karkhomjtiufN wlnic the \^orkshop 

Bystein exists; in tho rhikati industry through agents employed b\ tb’alers on cxnuunssion, 
and through mahajauti or Hastogis linpiements are generally Nupplietl m iurKhanas ; 
otherwise they are privately owned. 

Wares are disjxised of !>> dealer.s gen* rally, who, lu soiin* eases, take the place uf the 
wholesale firms of the W<3st and in *)iher.s ct>?iibino the wholesale and retail in one — 

supplying the inanufaelured articles direct to *'onauinerH. In Moinc canx^s mahaians and 
Kastogis act as wiiolesale m* rehants aixl .sell to retailers. In (dhers artiKans sell diri>ct 
to the public. 

1 classify larg** dealers, as ' ' nuddleiiien.’* They play the most inijHatant pint in 

many of the industries. In staue Imlusfncs, like chtkan wt*rk, tlie ag*‘nts (if llnr dealers 

are important and in others the karkhanudars ; but praetieally all rii*' di pendiaif on the 
dealers for funds and take second place t*> the latter. 

Question ‘2 . — Karkhanas are to he found generally in zardozi, kunuhnu, cloth printing, 
brasHware, ^ota and jxiika, ami to a small extent in chikun embroidery, gold iind silver 
ware, ivory im<l lione carving, .ind cloth printing hlocks. 

Karkhanadars have very little to do witli conHumers. li i« the middlenw'ii wVio 
■carry on both the wliolesah and retail trades. The wdiolesale si*!** is largidy citnl’med to 
the export trade. 

Some kiirkhanndars work on a sj’stem of advanees to workers ,0 a^ to get n bold 
over them. Others make payments on the' pifV'**-work «yHiern, vvhih- <»lherh p iv daily 
wages. In some cases the wages arc per tola or bhuri of *»u1turn. ApjxrenI iccm m the 
accef)t,ed sense of the term d*» not seem to exist. Ihiys ar*' used for petty jobs in 
karkhanas and are given a few pice a day. They gradually jiick up the wuik nnd Iat<‘r 
beconne artisan-s. 

The tendency Bceins to be for the artisans to drift to the k(irkharia,s 

Question M. — I am not aware of any instances of sweated laliojir. hut m rases 

where overtime has to be work(*d to meet urgent orders, th*" cu’ torn appcjirs to la*, tn give 

the workers frxid free and not to pay extra wages. Hweafing piobably xscurs in the 
cliikan embroidery manufacture as most of this is carried on in ihc' homes of tlie wwukers. 
'The wages are very low — out of all proportio n to the price.s obtained — sml f <’xpr« t that 

the agents of the dealers get a rake oflf from the workers' side as well a.s their commis- 

sion from the dealer?. 

The workers could only be protecU’d aguin.st exphdiation by organising workmen's 
gpilds, trade-unions or co-operative artisans' societies which would fix the rat.es to be 
paid to the workers and govern the conditions of the workers generally. 

Question 4. — The remedying of sweating and exploitation is a question of organ- 
isation rather than finance. What is needed is to get co-o|7eration among ihc workers 
of the various arts or trades so that they can insist iijxin a fair return for their latxiur, 
specified hours for tbe working day, and overtime for work beyond those hours. In the case 
of artisans working outside recc^^nised karkhanas the prices to bo paid for the manufac- 
tured articles by dealers or middlemen would have to be fixed. 

Question 5. — I think a co-operative industrial hank is the best method of financing 
amall industries. As a general rule, loans should be made to artisariH' s<x:ieties, hut pro- 
vision might have to be made for individuals or films who might prefer to work indepen- 
dently of the society. 

Mb. W. E. Bottino. 
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Question 6. — I certainly think that aules associations dep6ts or emporia can be cf 
effective assistance in advertising and marketing art wares. I am a member of tiie 
Advisory Committee of the ArUi and Crafts Emporium, Lucknow, and I think the work 
of that emporium proves the {xjint. Besides emporia depots are, in my opinion, necessary 
for the collection of manufactured articles in bulk. The small industries are rarely in a 
position to meet a demand of any magnitude and repeat orders are seldom fulfilled. 
Emporia and depdts both will probably cx>me once the workers are properly organised. 
Artisans societies should certainly arrange for their own depots, either as a part of their 
operations or by arrangement with big dealers. As regards emporia, Government has led 
the way in these provinces and 1 am convinced that once the workers are organised and 
depdts dpened, private enterprise will not take long to discover that arts and crafta 
emporia are sound business propositions. 


(For oral evidence see pages 469—479.) 


Ub W. £. Bothko 
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ORAL EVIDENCE. 

Fliday, January 81, 1980. 

LUCKNOW. 


Present : 

Mr. E. a. H. Blunt, cm.k., o.u.e., i.c.k., m.l 

Db. KaPHAKAMAL MukKRJBB, XI. a., I'h.D. 

R.\i Bahadur Pandit G. S. Upadhya, b.a. 

Kai Bahadur Baku Mohan Lal, m.a., ll.u., m.l.u. 

Mb. Mohan Lal Sah, m.a., ll.b. 

I>B. L. C. Jain, m.a., ll.b., ph.p. 

(iyftn«5 J : Mr. W. E. Bottino, J^jrerutwe OjJSiff, Jtnprovemtnf Trust, Lucknow.) 

Dr. Radhakamal Mukerjce : We bavo made certam inveottgaiions lotn tbe artn and 
erafts of Lucknow, and have found that in aonie induNtrieo the nuiiituT of karkhamis ia 
declining, for iiiBiance, in chikan work. PreviouBly there was a large nuintH.M' i»f ioK‘h 
karkhonas, but now it is said that they are very much fewer. Do you agr<v with this 
view? — When Mr. Jopling was Deputy ('oiiuninHioner of Lucknow and I was Kxiv»iiive 
t)ificer in the Lucknow Municipality, 1 was u.sked by Mr. Jo}>lijig to revise ill tlui 
figures in the gazetteer (d Lucknow’ regarding industries I did this in riiy spare time. 
There were a certain nurnWr of karkhntias then, and practically the same now. There has 
been very little change, for many vchir , in the number of karkhnnuH . 'I'lun* have alwaya 
been few*, hcia'anse the hulk of rhikau work is done in |>rivate furnllics and it is collfy*t,<‘d 
through agents. These agents go round and supply Ihrnid and cirdh to the workers and 
get the embroidery done at the lowest p«w»ible rale. The agfmt is the man whom T 
do not like in this induHtry, because he gets a cnnimission from the W’orker wdl a# 
from the dealer. TIu* industry remains much as it was. and there in no pr()|>fT organisation 
controlling it. 

You seem to suggest that you would organise ii^latcd workers in guilds and 
HSH<H'iationH ? — You may call it anything ymi like. The main thing i« to get the workers 
to come forward and organise properly. I prepared a Hcheine for the Luoknow' Ernporiuni. 
as I found that they could not get on with their wliolesale trade ahroa^l. 'Dicy got big 
orders for oerlaiD kinds of goods as a result of showing at exhihitioiiK and could not 
execute them in time and suffered considerable loss as the in)|Hf>rier« refused In take the 
goods because that particular fusliion had gone out of Kcason. Kn until you tan 'rgaiiire 
your craftsmen and their output you cannot improve. The first step, after the wo^’.icrs 
are organised, would he to ask the Governnu nt to «upj>orl them Viitli a Imnk. 

You have suggested a scheme of an industrial bank. What would h«' the relation 
of an industrial bank with the artisans’ co-operaf»ve society — The hank will he m^eded 
after the society, and, until you get the craftHinen organise^!. T do not suggest a bank, 
because the i^osition at present is perfectly helpless. TOerc are dozens and dozens 
of workers who work in their private houses, but there are only five or six dealers. 
These are the persons who advance money for the purchase of raw materials and thereby 
get a lien on the finished products. They .sell both wholesale and retail and dispense with 
the middleman. Take the case of Mtinna Lal, Kaghzi. He has. all his life, Vmmsh a 
paper merchant. His son has now set up as a biagaware dealer, and there are other 
big dealers in Ahiyaganj. They take the place of the wholesale dealer in the West hy 
collecting the output of the workers. The depfit T referred to in iny answers to the 
questionnaire t^es the place of these dealers. 

In brass work there is a peculiar difBcolty,. Here the work has to be divided among 
groups of workers and the middleman has to co-ordinate. 8nppf>se you have a co- 
operative society of hrass w. -kers and an induslrial bank which will advance money 
for the purchase of raw materials and implements to these artisans? — The position 
like that of a mnhajan who advances money, but does not deal in the gof>d» himHclf. Th« 
batik will take the place of the mahajm and will advance money definitely against the 
stock of the materials collected in the depfit, recouping after sales 

Mr. W. E Bottino. 


Ch Ottmuii. 
Vriwhcrf. 

Sc, rt hinj . 
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So this will be t}H3 makajani part of the bank*8 buBinesB? — Yes. It will act n>oie' 
or less as a depAt; and what you want is a depot where stock can be collected against 
large or tepeat orders. 

Will you have sfile depdts in connection with every co-operative society of workers? — 
Undoubtedly. You will need collecting dep6t8 for each. 

Then there will be a central organisation ? — My experience is that you canont collect 
the articles at an emporium. The emporium should be run as an advertising agency and 
retail sale depAt, but it cannot collect the manufactured articles for the larger export trade. 
Our emporium used b) collect them, and the result you know. We had a lot of bad stuff 

that W'c could not sell under any conditions. The present position is that they are prac- 

tically acting as a retail shop and an advertising agency. 

Rai Bahadur Bobu Mohan Lai : What about zardozi works? — So far as zardozi work 
goes, the demand is dropping, because the manufactured article is very c\j)enHive and the 
public taste is also changing. I doubt if it is worth while bothering ab'tuit. 

Dr. RadhahanLol Mukerjee ; So is the case of bidri*? — If is not a Lucknow industry. It 
came from Hyderabad. The Lucknow craftsmen tried to improve it by their zarhuland 

dr silver W'ork, but that was never popular. The amount of wmrk in hidri is verv, very 

Bmall, if any. 

What would be the relation of the (inporium with the industrial banks? — The 
emporium would have nothing b) do with the industrial bank. It is actually a retail 
shop, also an advertising medium and information luirean. 

The Chairman : Tf anybody wants to know wdiere h(‘ can get :< particular thing, 
they tell him? — Yes, as the emporium is also an information bur(‘nu. 

Hai Bahadur Pandit G. S. Upadhya : Do you think that it would be better for the 
emporium to act as coramission agents and not hr responsible for the sale of the stock that, 
it takes charge of? That has been tried in certain places and found perhaps better. — 
(Witness) I do not know’. The emporium did not have a good chance until it was shifted 
to the new shop in Hazratganj. For the first time— in 192*)— it has paid. Tt is doing 
better now, and if at the same time it can act as an information bureau and as an advertis- 
ing medium it seems to me that it is better to leave it as it is than to start the work of 
commission agents, because it would not then have so much incentive to sell. That is one 
drawback. Just at present it is bound, more or less, to justify its existence, and the 
emporium is now lu-ginning to pay. It has cut down expenses and the manager has re- 
organised it. 

How is it used as a retail shop? — ^Because actually you buy the articles. Lx- 
perienee has shown that much stock got out of date and*^ depreciated rapidly, with tho 
result that it could not be sold under any circumsances. 

The Chairman : Tt was, perhaps, bought in large quantities? — It was shown at 
Werubley, and again at Toronto and Lille* Certain stock later went out of fashion and 
the emporium had to suffer a loss. 


Rai Bahadur Pandit G. S, Upadhya : How^ do you restrict the purchase at present? — 
Pixperience has taught us the inadvisability of purchasing large quantiles; we simply do 
not undertake to repeat it. ^^■e stock two or three things of an exclusive pattern. Tf you 
want to go in for big quantities you must have a depAt or a wholesale firm. 


The Chairman : You cannot do that in connection with this emporium ?— I put 
forward a scheme to have a central depAt. While it had the sympathy of Government they 
considered that it was not their business to do it. Then Mr. ‘Sah and I went through the 
scheme, and we thought that the Government might subsidize or assist somebody who 
was prepared to put down some capital. I had a very good man on the spot and he was 
prepared to invest a certain amount, but Mr. Sah want<t^ him to invest Ks. 20,000, and 
he could iiot put that down. There the matter ended, or perhaps it is still hanging on,. 
1 would, l»w«ver, like to have a scheme started on that line, but I do not bdieve in 
Th« ^ money fwm the Government side. We must build it up from the bottom. 


**•.“”* an infant always in leading strings.— (IfftnMs) Quite so. 

Utnerwise it never grows up. o a ^ ^ 

Mb. W. K, Bottiko. 
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Dr. Radhakamai Mukerjre : Would you advocate co-oparative soctdiaa of tha 
o^rtiaaiiB? — 1 think tiuH in the only [xmsible method. 

Are you aware that some time l>ack there 'waa a union or guild of tufdoxi#, and 
after a time it died a natural death? — 1 believe so. 

Do you think that the artiaanj* of Lucknow are eduoatod and enUvrprUing enough 
to be organised into such eO'Op*^ralive Mnneties? — That 1 cannot auy, 

Rai Bahadur Pandit G. S. Vp*^tdhtja : That i» a iKiaaihle thing. 

The Witness : There are up« and downs. 

Dr. Radhakamai Mukerjee : How wmild you deal with o/iiTcnn workers who are 
largely purdahnashm ladies? — I a-i me |K>int out that it \» a mistake to say that the bulk 
of the workers are purdah n<t dint . Viie best workers vire men and not latliea, and it is the 
.poor and inferior stuff which g<H's down to Calcutta which is ilone' hy purdahtiashtn ladies* 
It is the man's work that you get the gT.od name h»r. 

To these purdahnu<hnt workers you will give the facilties of I will give 

them the facilities of joining even a siK'icty. .lust at present they are in the* hands 
of agente and they get. say, mily two annas apiece* w^hereas they ought to get four 
annas. If there are enough men to make a craft siK iety or guild and to definitely divide 
that such and such should he the minimum prices, why should not the jmrdahtuuhin 
workers V>e bold enough and insist on that amount? Is it believable that they will 
take two annas when they ('an get four annas? 

Rat Bahadur Paaifit G. S. Gpudhua ; Also it is fH>ssil»le t4> have these purdahnnshin 
workers as members, h** ause tlu* co ofK'nit ive department ha\t' lady inspivtors and a 
number of women memlx-rs. 

Dr. Radhakamai Maker j(‘t' : Art* you aware that in some countru's some kind td res- 
trictions as to housing have been legardt'd as eHSintinl, namely, that they cannot work in 
very insanitary hone's? r>o you think that it will he feasible here, and that some kind 
of action should be taki ri for making it impossible for work in rhikav to he done under 
very insanitary conditions? — As a matti'r of fact you (an introdnee a set of livelaws. but 
how can you stiy that thc.se lady workers are jo-tually working in those conditions, 
unless you provide irifip<vtreflscs? 

You might tackle tfie karkhana/t*? — They come unch*r the Factories Act. 

But these nre ‘^mall karkhnnas wliere smne seven or eight workers do 
their work under sanitary condition-^? How ran yon previmt a person from working 
in insanitary conditions unless yon have a law that he <annot carry on that husinpHs In 
those premises or unless sanitary premises are provided h>r him? 

Do you think that the Municipality or the Tmprovement Trust might improve 
the lot of the workers by undertaking siu'h activities'* 

The Chafrman : T do not sec what it has got to do with tlu' Banking Rmpiiry Com- 
mittee. 

The Witnes.^ : T am afraid the Improvement Trust will not l>e able to ta/klo this, 
because we build very few houses. 

The Chairman : The question is interesting, hut it is outside our scope. 

Dr. Radhakamai Mukerjee ; The condition of workers is the worst in the case of 
chikan ? — Yes: other lines are fairly well es t aid i shed. 

The wages paid are out of all proportion to the prices? — There is no prole* 

They are in the hands of agents, and T may fvll you that T have personal knowledge, 
because I knew of a man who for years paid absolutely killing prices, and it is in this 
craft that sweating is going on. In other cases, the present custr>m h more or less to 
keep crafts in certain areas, but the rhiknn work is distributed all over the place. 

You have also village workers wdin compete with the Lucknow workers? — ^Yes. 

Rai Bahadur Pandit G. .9, IJpadhya : Which of the craftsmen will it be fsjssihle to 
organise into a co-operative s(x;iety first? You mentioned chikan, hidri and zardoti, — 
(Witness) Personally I would like one for calico prinlerB ; there arc two big karkhanns. 

Dr. Radhakamai Mitk iee : You are abBolutely pessimistic about zardaxt an4 
kamdani? — T do think that the past years have proved that it is dropping off. I would liko 
to ask yon how many people you see at a garden party drease«1 in the old type of zardozi 
clothes or caps? I daresay that even among the taluqdars we see it used 50 per c^rit. 
less than what Mr. Blunt and I saw ten years ago and before that. 

Mb. W. E. Bottibo. 
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Ara thare any other onileto? 

Bai Bahadur Pandit O. 5. Upadhya : For inBtaDce, in purdahaf etc. ? — Yoa might 
try Biiver>ware. 

Parhapa it is the safest. 

Dr. Hadhakamal Mukerjee : I think brasswari* in the best. — (Witness). It is ona 

which yoa can organise. 

But the difficulty about brass- ware is that the different groups of workers are isolated 
from one another: — (Witness) There should be no difficulty if co-operative societies succeed 
in having the best men for the different processeR of manufacture as heads of a group 
of workers. I may tell you that a good business is done bere in braes- ware in Ahiyaganj. 
The bulk of the buckles and “D*’ which go to Cr^wrifiorc^ for Cawnpore harness is made 
hare. 

(The Chairman thanked the witness, wbu \vi1hdrew.) 


Mm. W. £. BomMO. 
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POSTAL OFFICIALS. 


AMmet of replioo from Buporitilonilonto of Pool OIRooo, Hood PooUnostorr^ ond 
Poolmootofo in tho United Pvofinooo, te opoolol <|iiooIIoihi, 

Question 1. — *4fe post office cash cerUfirates popular ni your jtirmdictiou\' 

The reply ia in the aflirmalive from the head [xmUnaatora ui tlw following *28 canes, 
rio., Agro, Aaamgarht Bareilly, Buduim, BaUia, Bcuarea, Hiihraieh, Bara Banki. Bulaiid- 
•hohx, Cawnpore, Dehra Dun. Ktab, Ktawah, h'atehgarh, Fy/abiwl, JlmuMi, Jaunpui. Luck- 
now, Mozoffamagar, Moradabad, Mirxapur, Meerut, MuHwxiru*, Hae Bikrcdi, Balntranpur, Hu!* 
tenpnr, Sitapur, and Unao, and from the BnpcrtiiiendeiiU of post otTu'cs, ('awnpoiti and 
Fyzabad, and in the negative m only two eases, nr.. Clorakhpur iiud Bartabgurh. 

.. Pcmtal c ash certihcates are {x>{>ular among ll) the t>dueat 4 Hl claaaea only, 

aocordiug to the postmasters, Banda, (loiula Hardoj, and the HUfKU’intetidcnta of poii 

offioBs, Bundelkhand and Gonda; (*2j among the government ofllcials alone, according 
to tho |x)8tma6ter, Pilibhit ; and (3) among vakils and government servants but randy 
among shopkeepers, zammdurn and tenants, aeeordtng to the ixmtmaNl.'r, Bastj 

The oertihcaCes are popular only to some extent in lire ojiinkm of the iMistmasters. 
Bijuor and Mainpuri, their ixipulanty is stagnant at Muttra while it is growing day 
by day at Allahabad and Klieri. The |x>fitinusters of Aligarh and Gha/ipur remark — 
what doubtless applies to other places as well — that the |x>piilarity f»f the t-ortifletties has 
varied with their issue price, being greater at Rs. 7 8 0 and Us. 7 1*2-0 (uk at premniB 
than at Rs. 8. Tlie |v)Htimist<T, Oliazipur, eonsidcrs that, the ecrtifnntes an* not so 

popular as they were in the yearn 10*23, B>21. and 10*25. 

The eertificates do not appear to be “very popular” or "aM |)opnl«r us they should 
be’* in Almora, Naini Tal, Paiiri, Fatebpur and Hhahjahanpur. Hi is signiHranl that 
of these the first three are all hill stations). 

Question 2. — What classes at present chteflii use the postal Kuvtikgs fnihl and hay 
post office cash certificates in your juris diction 

Tn the folhiwing case.s the answer is “middle elaHs fHoplc," ‘‘literate pnhlic, rhiefiy 
English knowing” or “men in service : — “ 

Head postmasters at A^a, Aligarh. Allahabad . Almora , Bndaun (“except MuaaF 
mans”), Benares (“especially Bengalis”). Banda. Bnlandshahr, ('awn|M»re Ktnh, Ktiiwab. 
Fatehgarh, Fatehpur, Fyzabad, (londa, daunpur. Klirri, Muttra, MoruduhiKl, Meerut, 
Naiiii Tal, Pilibhit, Pauri, Partabgurh, Hultanpur, and the Hnperir>tend**nth nf jxmi offices, 
Bundelkhand, Cawnpore, Gonda and Fyzaba<l. 

The classes are detaihxl as goveriunent servants, (‘inploycrH of hKul VwMiies and 
railways, private meilical practitioners, pleader?^ and advrx’atcpi in tho ^ase id Ballia, 
Bahraich, Bijnor, Ghazipur, Rae Bareli and Unao, whih the pf«^tfn;i«ferH of Thansi, 
Mainptiri and Mussoorie also add tea^'.hers and students. 

In the opinion of the postmaHters of Azamgarh, Bareilly, Gorakhpur. Lueknow, 
Mirzapnr, Muzaffarnagar and Baharanpur all elasses take advantage of the fxmtul banking 
facilities, but the agriculturists are excluded in the case of Gorakhpur and Baharanpur and 
traders in that of Bareilly and Muzaffaniagar. The postmaster. Dehra Dun, says that 
it 10 the wealthy people alone who open savings bank accounts or buy cash certificates. 

According to some postmasters the post office savings bunk is chieflv used by 
(1) goveniment servants (Basti and Bitapnr), (2) middle and fxxir elnsves (Bara Banki), 
(3) all clsses (Hardoi and Shahjabsnpur), while tlie f»ost.il rash r*er( ifieahs nre brought 
mostly by (1) wealthy people (Bjisti and Bitapur), (2) rich and middle claHses (Bara 
Banki), and (3) educated men (Hardoi and Bhahjahanpiir). 

Question 3. — Can you suggest any measures to attract classes that do not resort to 
this type of investment? 

The majority of postmasters and superintendents of offices (Agra, Allahabad, 

Almora, Ballia, Benares, Pabraich, Bara Banki, Basti, Banda, Bntandshahar, Barailly, 
Bijnor, Cawnpore, Dehra Dim, Etah, Fatehgarh, Fatehpur, Fyaabad, Ghaaipur, Ooiida, 
diorakhpur, Hardoi, Jaunpiir, Mainpuri, Muttra, Mussoorie, Muzaffarnagar, Parte bgarb, 
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Pihbhil, K»e Barf ii, Suitanpur. Bhahjahanpur, Unao. and superintendents of lienarea^ 
Bundeikhaiid, Cawn/iore, I'ateiigarh, Byzabad, Oonda, Gorakhpur, Lucknow, 
and Moradabad) biiggest — 

CG with refl|)ect to post office cash certificates, 

(d) that interobt should be allowc^d after three moiithH from the date of purchase' 
^ instead f>f after one year as at present. (From the date of issue in the 

opinion of the {x>8tinaster and superintendent of {Xfst offices, Fyzabad; from 
month to iiiouth uccxjrding to the {KJKtinaMter, Basti, and superintendents 
of post offices, Gorakhpur and Meerut ; six months according to the post- 
masters, Bareilly, Benares, Biiiandshaiir and Fateligarh); 

. {b) that the soiling prices should be reducfxl, and 

(c) that the maximum holding for one depositor should be raised io Rs. 20,000 
according to the [lostraaster, Bulandshahr, and the superintendents of jx^st 
offices, Gorakhpur and Meerut; to Rs. 22,500 according to the postmaster, 
Agra; to Rs. 20,0(K) or lis. 30,(K)0 according to the p<j.st master, Baliraich ; 
to lis. 10,(XM1 according to the postmaster, Mussounc) : 

(2) with reftjH)ct to post office savings l)ank, '’X 

(a) that the preseni aniiufil limit of Ks. 750 for deposits should be raised (to 
Rs. 1,5(K) suggeBted by the postinaRter, Allahabad; to Rs. 50,000 suggested 
by the postmaster, Mussoorie); 

(h) that the rate of interest should be increased (to 4 per cent, according to the 
superintendent of post offices, Lucknow; to 5 per cent, according to the 
postma.ster, Ballia ; higher than than allowed by the joint-stock banks in 
the opinion of tlie superinfendent of post offices, Bnndelkhand). 

Many postinaRters (Aligarli, Azaingarh, Biidaiin, Etawah, Fatehgarh. Ghazipiir. 
Hardoi, Jhansi, Kheri, Mainpiiri, Meerut, Mirzapur, Moradabad, Naini Tal, Pniiri,. 
Pilibhit) and superintendents of post offices, Bundelkhand, Debra Dun, Fatehgarh and 
Goraklipnr, recommends the adoption of an extensive and intensivf* pro])aganda particularly 
in rural areas with a view to popularising the existing postal banking facilities. While 
their .scliemes differ in details, tlicir main recommendations may he summarised as 
folhiWR : — 

(^7) free distribution tlnough postmen of vernacular leafltds and noti- rs explaining 
in an attnudive style the advantages of tlie postal investmenlt- ; 
ih) free distribution of savings bank and cash certificate rules in vernaculars as 
well as Englisli ; 

(c) exihiliition of big posters in vernaculars in the |)rincipal places of the towms 

and villages sucli as the bazars, railway stations, hotels, clubs, pattoaris*' 
iind zavitndars' house etc.; 

(d) ciicnlars to all government departments and local bodies: 

|c) persrtnal effj)rtK of pf>stniasterH — espeeially village and .siib-postiiiasters — and* 
of inspectors of iK)st offices who shoutd visit the chief village residents like 
the palwari and Jamhardar and enlist their lielp in securing postal 
investments ; 

(f) effort.s Ihrough district and village officials, f.ff., tasildars and patwaris, 
provided that no coercion is used. 

Tn this connoetion the postmaster, KIhti, Tt>conimends the appointment of a special 
officer to organise propaganda work, while the postmaster. Meerut, suggests the desir- 
ability of having lantern lectures by touring officials. The postmaster, Budaiin, 1%.- 
special emphasis on propaganda among the Musalmans who on accr)unt of their religions 
scmples regarding the taking cf interest are reluctant to invest their savings in post 
offices, and suggests the use of sucli bcxiks as Jawaz Sad by Mauinnn Tnfail Ahmad,. 
M.T..C., of Aligarh. 

Among individual proposals witli respect to p<istal cash certificates, the post- 
masters, Ghazipur and Suitanpur, suggest that the discharge of certificates should be 
allowed without the enforcement of any legal formalities and made as easy as the 
encashment of currency notes ; the postmaster, Bijnor, recommends the issue of certi- 
ficates in siij^'h denominations as will .suit all pockets; while the postmaster, Musaoorie, 
is for the issue of special “agriculturists* cash certificates*' in denominations of Rs. 5,. 
10, 20, 50, 75, and KK). for Rs. 3-12, 7-8, 15, 37-8, 56-4 and 75, respectively, and the post- 
master, 8itapnr, advocates the issue of gold cash certificates. The superintendent dt 
Bundelkhand suggests that the joint-stock banks should gran^ loans on the security dt 
postal cash certificates. 
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As for the B»vmg8 bank acoounto. bi- weekly witbdrawalM by depoiitoro, payment 
of mterest as from the date of deposit, irreepective of whether tt m or i« not within 
Uie -Ith of eaeh month, and hxcd deposit system with same rates as those of Uie Imperial 
Bank of India are re«>mmended by the ^tmaatera, Unao, Fyaabad and Sitapnr, rospec 
tivelf. According to Uio postmaster, Saharanpur, co-operative st>cietie8 should make 
it ooU^tory on all applicants for advances to open savings bank acct^unts and keep 
depositing monthly deposits in such accounts till the total advance is made up. In the 
opmion of the postmaster, Lucknow, no ineasuros at all arc rcqnirt*d. 

The postmaster, Fstehgarh, advocates the dcsirnbility of si) extra departiuental 
agent branch offices porfonning savings bank work. The postmaster. Mussoorie, suggests 
opening of separate provident fund accounts by local hodi«»s for tln'ir employtM^s sunject 
to a maximum balance of Ks. 30, (XK). and also flic raising of the innit of «ubscri(>tioii m 

S ovemment securities from Rh. 5,000 to 10,000 and issuing of government securitiwi in 
enominations of Rs. 25 or its multiples. In his opinion the headman of each village 
should be made responsible for the purchase of certificates ami •^ixurities for the villagers 
from the nearest post offices. Incidentally, he also snggcslK thai the minimum w*ithdra\val 
from a^Mvings bank account sliould be of Re. 1 and noi aiotas I at present 
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List of petsons eligible to join the Postal Insurance Fund. 

1. Aii permanent Government gervants (male or female) whose pay is audited 
tn Civil or I'ubiic .Works Accounts ofiices. 

2. All permanent members of establishments of the Military Department, under 
audit of the Military Account offices, whose pay and allowances are regulated by tlie 
Civil Service Kegulations. 

d. All permanent Governiuent servants in foreign service in India. 

4. Servants paid from ‘Ijocal Fund,” as defined in Article 33 of the Civil 

Bervice Kegulations. 

5. Military Upper Subordinates and Ixiwer Subordinates (Military and Civil) 
of the Military Works Services and clerks employed jd the Divisional Disbursing offices 
of the Military Accounts department. 

0. Tmeporary up|>er and lower subordinates, clerks, Hiorc-keepers, cashiers and 
draftsiiieij of the Military Works Services subject to the condition stated in the letter 
of the Govenjinent of India, I’ublic Works department, no. 161-0., dated April 8, 
1809. 

7. Temporary Engineers, temporary upper and lower subordinates, temporary 

canal signallers; clerks and temporary draftsmen nnd tracers of the Public Works depart- 
ment who are declared by the Chief Engineer to be eligible for admission to the benefits 

of the fund on the terms stated in the letter of the Government of India, Public Works 
department, no. 461-G., dated April 8, 1899. 

8. Temp(jrary employees of the Development department, or the Directorate of 
Development, Bombay, on the condition that a certificate is granted by the Director of 
Development in each case declaring the person eligible on the terms stated in the letter 
of the Governmeiit of India, Public Works department, no. 461-G., dated April 8, 1899. 

9- Ttunporary draftsmen in Uic Forest department and temporary subordinates in- 
cluding temporary draftsmen in the Survey department in the Madras Presidency who 

are declared by the head of the department to be eligible for admission to the benefits 
of the fund on the terms stated in the latter of the Government of India, Department of 
Kevonue and Agriculture, no. 766-F/173-2, dated June 24, 1908. 

9a. Temporary employees of all classes in the Survey of India, excluding those 
who are either under training or are engaged temporarily for specific w'ork on the com- 
pletion of which they are liable to discharge, on the cx^ndition that a certificate is granted 
by the head of the department in each ease in the form stated in the letter of the Gov- 
ernment of India, Department of Education, Health and Lands, no. 543, dated June 27, 

1923. 

10. Temporary employees of the Ordnance department on monthly rates of pay 
provided that their service will be continuous in the department and tliat a certificate to 
this effect is furnished with each proposal for effecting an insurance. 

11. Section writers who are declared by a gazetted officer of the department or 
office to which tliey belf)ng to be eligible for admission to the benefits of the fund on the 
terms stated in the letter of the Government of India, Department of Commerce and 
Industry, no. 7720-214, dated August 17, 1908. 

12. All pennanent servants of universities in India established by Government and 
under Government supervision. 

13. Officials ordinarily admissible to the benefits of the fund, when deputed 
on Field Service outside India, even after they have left India. 

14. Paid probationers in Government employment regarding whom a declaration 
IB mode by the head of the office or department to which they belong that they hold 
substantive offices, draw substantive pay and form a part of the regular establishment and 
that their service qualifies for leave and pension. 
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Investment HABIT and attraction of capit-ai, 

82-3, 100-1, 109-10, 115—7, 122, 150, 153, 164-5, ^09, 255-6, ^41 , 412, 4 10. 

Iqbal Ahmad Khan, Maulvi Muhammad, b.a., Sub-divibional OfBccr, Lakhimpur, district 
Kheri, 162—5. 

Jaoannath Thipathi, Pandit, m. sc.. Deputy Collector, Fatehpur, evidence of, 126—8. 

Jasbib Singh, Kunwar, Bar.-ai-Law, Special Manager, Court of Wards, Balrampur (Ondh), 
evidence of, 203 — 9, 

Jayal, Pandit Chandra Dhar, ll.b.. Deputy Collector, Lanedowne, district Oarhwal, 

evidence of, 154. 

Jhumak Lal, Mb., Special Manager, Court of W’^ards, Oel estate, district Kheri, evidence of, 
201 - 2 . 

Josnbton, Captain R. H. G., i.o.s., Collector. Agra, evidence of, 102-3. 

Jobhi, Pandit Lachhmi Dat, b.a.. Sub-divisional Officer, Chamoli, distriCrt Garhwal, memo- 
randtun on trade with Nepal, 166. 

JUNSJA, Mb. Sheo Narayan, b.a., a.m.b.T., Principal, Government C^tral Weaving Iiurtitute, 
BenusB^ 

Oral evidence, 386—90. 

WiillBii evideoDSt 383-4. 

Sanhaiya Sxnoh, Thakur, bJL.» Income-tax Officer, Jhansi— 

Oral evidence, 330 — 6. 

Written evidenoe, 823--9. 
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K h a eiqat , Mb. P, M., H«gii»tr at of Cu.upc*rttt ive Societie*. Unit ihI Province# 

Memorandum on agricultural finance and oo>operative baIl)u^ 413 — 1i\, 

Memorandum on ariiAand" oo-opcrative societies. 423*3. 

Memorandum on Egyptian scheme of Ioann on the iieeurity of roitoii, 43<i — K, 
Memorandum on exemption of co-operative iM>ciotiiet from income* tax. 424. 

Memorandum on weaving industry of Agra, 425. 

Oral evidence, 436 — 45, 448 — 59. " 

Supplementary written evidence, 429 — 35. 446-7. 

Kheb. Rao Bahadur Pandit Lachbman Sita Ram, b.a., Asauitant CommUaioner of Income* 
tax, Cawnporo — 

Oral evidence, 277—SO. 

Written evidence, 262 — 7. 287, 

K.R1SHKA Prasada, Mr., Collector, Hitlandt^halir, evidence of, 74—7. 

Land mortoaqr bank«, evidence rt^parding. 1. 9, 11-12, 18, 24—26. 43-4, 50-1, 70. 77-8. 
100, 106-7. 121, 125. 129-30. 138. 141-2, 144-5. 148-9. 152-3. 156-7. 192—4, 202, 206, 
222-3, 236—8, 251-2. 

Law — 

R-ecovorv of debt, defect** iu, evidence regarding. 31, 45, 254-5, 274 — 6, 29.5-6. 312, 322, 
341-2,* 340, 398-9. 401-2. 

Restrictions upon title of mortfl:ag>»rs imposed by transfer laws of diflenuit t'ornmitteea . 
240. 

LIOXITSED WAREHOrSKr; — 

Evidence regarding ilesirability of establishing. See evidence regarding agricultural 
borrowing for purposes of marketing. 

Note on, {Shanna), ,355-6. 

Madak Mohan Sinha, Rai Bahadur Babu, m.w.k., Bar. at-I>atv, ()fficiating DirtH'tor of 
Industries, Unit^nl Provinces — 

Memorandum on Egyptian Hohemc of loan.s on security of cotton, 391. 

Oral evidence, 392 — 7. 

Makbttl Husain, Hon’ble Khan Bahadur Sheikh, c.i.E., ColU^^tor. Jaunpur, evnlenw* of, 
17—9 

MaqsUD Alt Khan, Khan Bahadur Munshi, b.a., rolleetor, Malnjiuri. evidener of. 40 — 52. 
Market, exchange and m moy. See Exchange and money market. 

Marketing, agricultural borrowing (or pur)X>s<'« of. See under Agrir ultnral iKirrowing. 

Mason, Mr. P.. i.e.s., Superinttmdent, Behra Dun — 

Memorandum on credit conditiona in l><?hra l)\in district, 39. 

Memorandum on ibo tea industry at Dehra Dun, 40. 

Maya Das, Mb. C., m.a., b.sc.. Principal, Agricultural College, Cawnporc — 

Oral evidence, 347 — 50. 

Written evidence, 344 — 6. 

Mehta, Pandit Vishnu Ram, m.a., ll.b.. Officiating Additional .Seshions Jadge, Benatv,, 
evidence of, 410-1. 


Memoranda — 

Agricultural credit and credit facilities, {GTOni),^\a. 

Agricultural finance and co-operative banks, (Kharegat), 413—21. 
Artisans* oo-operative societies, ( Kharegat), 422*3. 

Banks and oo-operation, (Banerji), 131-2. 

Causes of Muslim indebtednees, (AAi* Muhammad), 167-8. 

- — , ( Ain-ud-din), 169-70, 


Credit conditions in Dehra Dun district, (Mason), 39. 

Eervotiau sohe^me loan^^ on security of cotton, (Cwrlss), 36 . 

^ ^—jKharegai), 426 — 8. 

- — ,(Madan Mohan Binha), 391 . 

4i;®xeinption of co-operative societies from income-tax, (KhartgeU)^ 424. 

Ltoeneed warehouses, (Sharma), 356*6. 

Moneylenders, (f?a5Wl), 267— -9. r ei • x\ oai a 

E^Ui bnaineaa in United Provmoee, (Bobu Lai Vatsh), 297—9 
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MWi Or AK D A— (cofOrf. )— 

Tea industry of Behra Dun, (Mason), 40. 

Trade with Nepal, (Joshi), 166. 

Wearing industry of Agra, (Kharegat), 425. 

M[iBasAPi7R, industries of, (Bomford), 36-7. 

His&a — 

Pandit Champa Ram, b.a.. Deputy Director of Industries, United Provinces — 

Oral evidence, 374 — 82. 

Written evidence, 362 — 73. 

Mr. Prakash Chandra, b.a., Special Manager, Court of Wards, Hardoi — 

Oral evidence, 241 — 4. 

Written evidence, 235—^0. 

Monbt AifD Exoranoe Market, evidence regarding. See Exchange and money market, 
Mobetlendebs — 

Memorandum regarding, (Oaskell), 267 — ^9. 

Statement showing capital and income of, 260-1, 287. 

Money orders, statement showing payments and issues, 477. 

MORTaAGB(s)— 

Banks. See Land mortgage banks. 

Statement showing number and value of, 78. 

Muhammad Ahmad, Saiyid, b.a., Sub-divisional Officer, Firozabad-Etmadpur, district 
Agra, evidence of, 143 — 5. 

Muhammad Shafi Khan, Khan Bahadur Munshi, b.a., Deputy Commissioner, Bara Banki — 

Oral evidence, 72-3. 

Written evidence, 67 — 71. 

Muslim indebtedness — 

Causes of, memorandum regarding, (Abu Muhammad), 167-8. 
(Ain-ud-din), 169-70. 

National savings movement, evidence regarding. See evidence regarding Encouragement 
of saving and investment habit. 

Nbootiablb Instruments. See Internal remittance and negotiable instrument f*. 

Nehru, Db. S, S., m.a., ph.D., i.o.s.. Deputy Commissioner, Rae Bareli — 

Oral evidence, 89 — 96. 

Written evidence, 84 — 8. 

Nepal. Memorandum regarding trade with, (Joshi), 166. 

Oakden, Mb. R., o.a.i., o.b.b., i.o.s., Member, Board of Revenue — 

Oral evidence, 4r— 6, 

Written evidence, 1 — 3. 

Oppbnhbim, Mb. E. F., i.o.s., Commissioner, Benares division, evidence of, 10 — 2. 

Oral evidence — 

Aoharya, Mr. Ganesh Datt, Personal Assistant to the Special Manager, Court of Wards, 
Balrampur (Oudh), 210 — 3. 

AU Zamvn, Mr., b.a., Special Manager, Court of Wards, Lakhimpur, Kheri, 224-^31. 
B*br Lai Vaijh, Lala, b.a., Income-tax Officer, Benares, 300 — 6. 

Banerji, Mr. A, D., b.a.. Deputy Collector, Aligarh, 133-4. 

B )bMag, Mr. W. B.. Executive Officer, Improvement Trust, Lucknow, 469 — 72. 

JuiM'a. Mr. Shea Narayan, b.a., a.m.s.t.. Principal, Government Central Weaving In- 
stitute, Benares, 385-— 90, ’ 

Kanhaiya Singh, Thakur, b.a.. Income-tax Officer, Jhansi, 330 — 6. 

Kharegat, Mr, P. M,, i.o.s.. Registrar of Co-operative Societies, 436—46, 448 — 59. 
Kher, Rao Bahadur Pandit Laohhman Sita Ram, b.a., Assistant Commissioner of 
Income-tax, Cawnpore, 277 — 86. 

Madan Mohan Sinha, Rai Bahadur Babu, Bar. -at- Law, Officiating Director of 

Industries, 392 — 7, 

M^ya Da), M*. C., M.A., B.so.f Priaolpal, AgriouUural College, Cawn^r6» 347 — 50. 
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Omx. MnoMMcm--(eonttl.).-^ 

Champa Ram, b.a.. Deputy Director of Induntrie*, Vnited ProTince*. 

374 — 82. 


Mi^. Mr. ^a^h C^ndra, b. a., S^Ul Manager. Court of Ward., Hardot, S4 1 -4 . 
M^ammad Shan Khan, Khan Bahadur Munahi, b.a.. Deputy CoxnmiiuUo&er, Bara 
Banki, 72-3. * 

Nehru, Dr. S. S., m.a., rh.D., i.o.s., Deputy Commifwioner, Hae Bareli, 8» — 06. 

Oakden, Mr. R., o.a.i.. o.b.e., i.o.s.. Memlier. Boartl of Beventic, 4- 6. 

Owen, Mr. L., i.o.s.. Settlement Officer, Bara Banki, 173-82. 

Ram Singh, Thakur, b.sc., Assistant Ck)mnii.sftioncr of I ncome-tax. Benares, 277 — K6. 
Roy, Mr. Jitendra Nath, b.a., ll.b., Judge, Small Cause Lucknow. 403—0. 

8harma,Rai Bahadur Pandit L. C,, f.s.t., m.b.a.o., Bar.-at- Law, IVpiitv Director of 
Agriculture, Eastern Circle, Partabgarh. 357-8. 

Sital Prasad, Mr., b.so.. Income-tax Officer, Cawnpore. 313—8. 

Teyon, Mr. C. St. L., o.b.e., i.s.o.. Deputy Serretary to Government, 382 — 7. 
Wallace, Mr. C. L., i.o.a., Deputy Commissioner, Harrloi, 58-'~4l6, 


Owen, Mr. L., i.o.b., Settlement Officer, Bara Banki— 
Oral evidence, 173 — 82. 

Written evidence, 171-2. 


Panna Lal, Mb., i.o.s., Collector, Budaun, evidence of, 41 — 6. 


PoxjioiES, Postal Insurance Fund, statement showing nnml)er registered, 478. 

Postal Instjbanoe Fund — 

List of persons eligible to join, 480. 

Statement showing number of policies registered, 478. 

Postal official b, evidence of, 473 — 80. 


Post Office-- 

Cash oertiftoates, statement showing extent of business, 477. 

Insurance Fund. Sm Postal Insurance Fund— 

Money-orders, statement showii^’numlwr issued and paid, 477. * 

Savings bank, statement showing dejmsits and withdrawals, 477, 

Pottery industry of Chunar, information regarding, {Boinford), 37. 

IPboduotion, agricultural borrowing for purposes of. iSsc under Agricultural Ijorrowing, 
QisT Business, monograph on, {Bobu Lal X'aisk)^ 207 — 0. 

Raina, Mr. Oyan Nath, m.a., b.sc., Sub-divisional Officer, Partabgarh, evidence of, 136. 
Raj Bahadcb, Mb., retired Deputy Collector, Muttra, evidence of, 136— 0. 

Rajbshwab Sahai, Pandit, Subordinate Judge, Mur.afiamagar, evidence of. 408.». 

Ram Rop Sinqh, Thakur, b.a., Sub-divisiouai Officer, Ghar.ipur t«h«il. evidence of. 140—2. 
Ram Simgh, Thakur, b.sc., Angistant Commissioner of Income-Ux, Benares— 

Oral evidence, 277 — 86. 

Written evidence, 268 — 76. 

Recovery of debt, law regarding, defects in. See Law. 

Rhmiwamob, internal. See Internal remittance and negotiable instruments. 

Riaz Mohammad Khan, Munshi. Special Manager, Court of ^^ards, Kunrar, SulUn- 
pur, evidence of, 247 — 56. 

rJ, m.. N.U.. ..... LL.... so.li c.™ ami. 

Oralwidenoe, 403 — 

Written evidence, 4 ^ — ^ 

Sahi, Mb. Lal Birendra Prata^\ m.a., b.sc., ll.b., Depu y ec 

8 am, Ifa. J. F., I.O.S., CoUeotor, Cawnpore, evidence of, 47-8. 

See Investment habit ^ ‘‘P***’’ 

yanira, poataL See under Poat Office, 


Benarea, evidaooa of. 
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SoBtm* Temaoular, a«e of, in banking, eridenop regarding, 7, 3S, 109, 116, 160, 16S, 
209, 266, 629. 

Sharma, Rai Bahadur Pandilr, L. C., x.B.a.o., Bar.-at-Law, Deputy Director of 

Agrioulture, Eaetom Circle, Partal^arh— 

Note on licensed warehousef, 356-6. 

Oral evidence, 357-8. 

Written evidence, 351 — 4. 

SiODiQi, Db. Abul Majid Muhammad Abdul Atim, v.a., ll.d., Additional Subordinate 
, Judge, Lucknow, 407. 

SiLK-wBiviBO Industry of Cbunar, (Bomford), 37. 

SzTAL Pbasad, Mr., b.8c., Inoozue-tax Officer, Cawnpore — 

Oral evidence, 313 — 9. 

Written 306—12. 

SmitB, Mb. J. C., T.o.g., Member^ Board of Revenue, evidence of, 7. 

Statements— 

Am ount of I ians advanced by the co-operative bank to its constituent societies in 
Mirzapur district, 38. 

Castes of proprietors in Rae Bareli district, 198. 

Cost of raising crops and income from them, 232—4. 

Estimated income of moneylenders in Lucknow district, 342. 

Extent of moneylending in United Provinces, 261. 

Extent of post office cash certificate, m :)ney order and savings bank transactions, 477, 
Number of bankers and interest, etc,, received by them on mortgages and ugahi in 
Hardoi and Unao districts, 343. 

Number and value of mortgages of immoveable property, 78. 

Number of postal insurance fund policies registered, 479. 

Stote, Mb. N. C., O.B.B., i.c.g.. Commissioner, Kumaun division, evidence of, 8-9. 
Sttqaroane, statement showing cost of raising and income from, 233-4. 

Sulaiman, Hon'ble Justice Dr. Sir Shah Muhammad, XT., H.A., Bar.-at-Law, Judge, 
High Court of Judicature at Allahabad, evidence of, 398-9. 

Tatbttba, village, district Hardoi, extent and nature of indebtedness in, 63 — 5. 

Tea industry of Dehra Dun, memorandum regarding, (Mason), 40. 

Teybn, Mb, C. St. L., o.b.b., i.s.o., Deputy Secretary to Government, oral evidence 6f, 

. 392--7. 

Tradb, Nepal, njemorandum regarding, (JoM), 166, 

Trivbdi, Mb. R. V., m.a., ll.b,, Currency Officer, Cawnpore, evidence of, 406. 

TorLSEPAT Rah, Mb., Deputy Collector, Unao, evidence of, 123—6. 

TubNEb, Mr. a. 0., m.b.b,, i.o.s,, Settlement Officer, Rae Bareli, evidence of, 195 — 8. 
Ubban IN DTTSTRIES, small. 8u under Industries. 

VxBKAOULAB BORiPTS, Use of, in banking. See Scripts. 

Vivux, Mr. 0. L., lo.b., Deputy Commissioner, Naini Tal, evidence of, 119—22, 

Wali Baxht, Minsa, b.a., Sub-divisional Officer, Agra, 146—60. 

WAUtiAdE, Mb, C. L., I.o.s., Deputy fismmissioner, Hardoi — 

Ora^ evidence, 68—66. 

evidenoe, 53—7. 

Waxtoh, Mft. A. A., I.o.s., Settlement Officer, Budaun, evidence of, 183—94. 

Qf Agra, memorandum on, (Kharegat), 425, 








